Public 
Welministration 


The Journal of the Institute of Public Administration 
Palace Chambers, Bridge Street, S.W.1 








Vol. XIV-No.4 CONTENTS October, 1936 


PAGE 


WHERE STANDS PUBLIC ADMINISTRATION? by Sir Gwilym Gibbon, C.B., 
Se a er i ee | | 


WHERE STANDS PUBLIC ADMINISTRATION? Blue Prints versus Red Tape, 
by E. M. H. Lloyd - - - - - - - - - 362 


FILMS IN THE PUBLIC SERVICE, by John Grierson - . - - - 366 
THE HISTORY OF THE MUNICIPAL FRANCHISE, by Lady (Ernest) Simon- 373 
SOME OF My PROBLEMS, by R. M. Filmer, M.B.E., B.Sc., F.1.C. - 3097 


A SURVEY OF SOVIET FINANCE, by Margaret S. Miller, M.A., B.Com., 
Ph.D. - - . - - - . - - - . - 404 


PuBLIC CORPORATIONS AND BUSINESS ENTERPRISE, by Professor Marshall 
E. Dimock - - - - - - - - - - - 417 


THE STATE IN RELATION TO BANKING, by C. R. McKerihan - - - 429 


CENTRAL PURCHASING SCHEMES IN OPERATION—-LOCAL AUTHORITIES, by 
S.C. Bird. = - - a : a = ° i . - 388 


REVIEwS—See next page. 
NOTES: 
Notes on Administrative Law, by W. Ivor Jennings, M.A., LL.D. 457 
The State and the Social Problem, by C. H. W. Murphy, M.A. - 463 
An Experiment in Public Relations, by R. S. R. Fitter - - - 464 
Book Notes—See next page. 
List oF Books RECEIVED - 475 
INSTITUTE NOTES AND NEWS - 476 








Contributions should be addressed to THE Epitor, PuBLIC ADMINISTRATION, 
Palace Chambers, Bridge Street, Westminster, S.W.r1. 
Books for Review should be addressed to THE EDITOR. 


LONDON: THE INSTITUTE OF PUBLIC ADMINISTRATION, 
Palace Chambers, Bridge Street, Westminster, S.W.1. 


All rights reserved. 





Reviews 


Author of Book Short Title 
REPORT - - - - Unemployment Assistance Board + 
J. E. STONE - : - Hospital Accounts and Financial 


Administration 
E. J. PHELAN - - - Yes, and Albert Thomas . : 


REPORT - - - - Shanghai Municipal Council - : 


Report (SEconD) - - Judicial Council of the State of New 
York 
W. Harpy Wickwar’ =- The Social Services - . - 
—_— The Social Sciences- - - . 
— The Political Quarterly, 
July-September, 1936 
©. E. M. Joap - - The Dictator Resigns - . . 
E. H. ScHELL - - - Administrative Proficiency in 
Business 
ARTHUR BERRIEDALE - A Constitutional History of India, 
KEITH 1600-1935 
South African Jowrnal of Economics, 
Economic SoclETY oF March, 1936 
SouTH AFRICA South African Journal of Economics, 


June, 1936 


Economic SoclETYy OF 
AvsTRALIA and NEw - Heonomic Record, June, 1936 - - 
ZEALAND 


Author of Review 


A.C. 


EK. L. 
K. McG. 


E. E. 


E. M. 
A. R. 


A. R. 
F. R. OC. 


W. I. J. 


J. K. 


J. K. 


J. K. 





PAGE 
445 


447 

















Where Stands 
Public Administration >? 


By Sir Gwitym Gipson, C.B., C.B.E., D.Sc. 


Subject 

I was tempted to choose a simpler subject. One that attracted me 
was that of the boundaries of, and relations between, local govern- 
ment authorities, a subject which needs much more hard thinking, 
quite apart from the review of county districts which has been pro- 
ceeding in recent years, at times in an atmosphere of some heat. 

I selected the present subject, however, because it is a question 
which needs to be asked and to be answered. Any thoughtful 
inquirer who travels down the history of government of the last 
two generations and considers the probabilities of the future cannot 
but conclude that public administration is confronted with far greater 
tasks than in previous years. Its sphere is much enlarged, and is 
likely to be further enlarged whatever Party be in power, because 
the difference in practice is more in pace than in direction, however 
wide apart may be some of the ideals. Methods good enough for 
the fathers are not sufficient for the children. Not that the children 
have any cause for swollen heads even if they do advance much 
further because they are building on the experience and achievements 
of those who laboured before them at the tasks of the day. While 
good traditional qualities, not least hard common sense, are still the 
most essential elements, for the problems of the present and of the 
future we must develop still much further a sound and progressive 
technique of public administration. Advance in methods is no less 
necessary in government than in industry. 


Parliament 

Before considering some matters which more directly concern 
officials, let us look at the administrative methods of Parliament and 
of councils, for there is a purely administrative side of their work, 
quite distinct from the issues of policy which they determine. 

There is no question that the Parliamentary machinery creaks. The 
manner in which its work is done as much needs to be overhauled 
as that of many a business concern under the stress of depression. 
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At a private dinner at the House of Commons several years ago, 
I said that, when the historian of the future comes to survey the 
administrative methods of the present day he will probably say that 
on the whole the standard was fairly good, but that there was one 
black spot, namely, Parliament, the place where the very best 
methods were most important. 

My remarks were regarded as a joke, begotten of a good and 
pleasant dinner, but I think that they are largely true. 

An ardent body of reformers have recently published a book for 
a five-years’ plan of changes, and an association has now been formed 
to further their proposals. These are interesting and suggestive, but 
I confess that to me they smell too much of the lamp and that the 
scheme seems altogether too full of machinery, with probability of 
too much friction in its operation. Reformers are usually altogether 
too fond of proposing department upon department, committee after 
committee, board upon board. It is truer of democracy than of any 
other form of government that it should be as simple as it can be 
made, consistently with prevailing needs and conditions. To pile 
organisation on organisation, to provide for cog after cog, indicates 
too little not too much thought. 

The plan also seems to me to be too solely obsessed with economic 
issues and to place too high the providence of the State in dealing 
with them, which seems a bold statement when economic problems 
loom so largely in the troubled landscape. Some more systematic 
provision is probably needed for the examination of economic issues 
which concern the State—and the present Economic Advisory Council 
can scarcely be regarded as sufficient—in supplement to the much 
more important contributions of the several departments, nevertheless 
what is needed should be possible without the elaborate organisation 
of the plan of “‘ The Next Five Years.”’ 

The first need, I suggest, is to improve on the present practice 
of Parliament as it is to-day, for instance, to secure that debates in 
full House shall ordinarily be directed more to big issues of general 
policy, whether on Bills or on Motions; that still more use be made 
of Committees and that, when the House has decided the general 
issues of policy, the proceedings in Committee shall be less of debate 
and more of judicial consideration of particular proposals (fewer 
Members on Standing Committees, except for the most important 
measures, might help to this end); that so far as practicable instead of 
Members simply echoing the briefs of particular interests, the interests 
themselves should be dealt with, by expanding the practice already 
adopted by Ministers of direct consultation; that there shall be still 
further delegation of subordinate legislation, with whatever safe- 
guards are deemed necessary, a proposal beneficial for democracy, 


354 


















Where Stands Public Administration ? 


critics notwithstanding; that the principle adopted so successfully 
in the consolidation, with minor amendments, of local government 
law be further extended, namely, definite proposals prepared by a 
representative Committee and then considered by a Joint Committee 
of the two Houses. 

These are only a few suggestions, for a volume would be required 
to deal adequately with the subject, except for a few words on local 
legislation, which is of special concern for local authorities. Some 
may suggest its abolition, but they do not know its value. Methods, 
however, need amendment. The abolition of the Standing Local 
Legislation Committee was a mistake. To mention a matter of detail, 
it is absurd that in this year of grace a committee of Parliament 
should be solemnly deciding questions of fact on conflicting expert 
evidence when the facts could best be ascertained on the spot by 
competent independent persons; absurd indeed that a Committee 
should be deciding proposals without the impartial expert advice 
essential for good decision. The general procedure modelled on that 
of a Court of Law, though excused by heritage, is not altogether 
satisfactory and is certainly expensive, though it is easier to criticise 
than to reform, as is shown by various attempts in the past. One 
reform, long advocated and strongly supported, the periodical passing 
of general laws incorporating clauses allowed as a matter of course in 
Local Acts, halts primarily because Parliament is already too con- 
gested with other general legislation. 

I have said that there is need and possibility of much improve- 
ment in Parliamentary procedure. But let us see the need in scale. 
If the work of the British Parliament in recent years be compared 
with that of other parliaments and other governments, what stands 
out as a whole, whatever the faults, is its general efficiency. Mistakes 
have been made in plenty, and it would be a miracle had there not 
been many, but when the difficult problems are considered and the 
strain and stress of the times, both during the War and in the 
succeeding years of trouble, its record as a whole is to be envied by 
other countries. It indicates a sound foundation in the general frame- 
work of government. The record is one for gratitude, but not for 
complacency, and the best tribute that can be paid to Parliament is 
to seek and to compass those improvements which will render it still 
more efficient, while holding fast to those virtues which have pro- 
duced such great services in the past, always remembering that the 
spirit in which institutions are operated counts for far more even 
than the best of machinery. 


Councils 
What is true of Parliament is in a measure true also of Councils. 
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You will observe throughout that I have not touched on genuine 
issues of policy, but only on what are strictly administrative questions 
of machinery and methods by which representative bodies may the 
more effectively operate. 

Councils are faced at the present time with a serious internal 
problem, especially the larger authorities. The work which they are 
called upon to perform has greatly increased in recent years, so much 
so that, in a large proportion of authorities, with prevailing practice 
a member cannot carry his fair share of the burden without devoting 
an enormous amount of time to the council and its committees and 
sub-committees. 

The consequences may be grave for democratic government. 
Service may become semi-professional, and, though something can be 
said in favour of that practice for a few members, its wide extension 
would not be healthy. Nor is it well that the ordinary member 
should be so fully occupied with his official duties that he has not 
time enough for other outside activities, for the value of a representa- 
tive depends in large measure on his mixing with local citizens in 
their various interests, and thus sensing their views and reactions and 
also acting as an interpreter of the council to the private citizen. It 
is desirable too that each council should have among its members a 
goodly proportion of men and women who are still actively engaged 
in business life, whether in industrial or commercial concerns or in 
organisations of various kinds, and such cannot possibly spare the 
time for service if membership makes exorbitant demands upon 
them. 

The citizens may thus lose the services as representatives of men 
of just the type that should be attracted—and, as those who have 
followed local government in recent years well know, already it is 
often for various reasons no easy matter to persuade men of the 
needed character, ability and experience to stand. 

The way out of these and certain other difficulties lies in the 
adoption of better administrative technique in the business of the 
councils. Most of those who have given thought to the question will 
probably agree that generally councils and their committees attempt 
too much work that would better be left to officials. Sometimes this 
may be due partly to an official who fears to take on himself the 
responsibility which he should rightly carry, and passes on to a 
committee decision on details which he himself should settle, and at 
times a strong official may be hindered by the practice of a weaker 
predecessor. But the principal reason, as it seems to me, is that 
councillors think that it is their duty to those who elected them to 
administer in detail, added to which is the perennial suspicion of 
bureaucracy. 
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It is obvious that the bulk of the work of local authorities is such 
as can be properly done only by a man trained for the purpose. 
Efficiency in these matters must depend on appointing a man highly 
competent and then trusting him, while exercising that measure of 
control to make sure that decided policy is being observed and good 
results produced. That is the only way to evoke the best out of 
an official. However conscientious we may be, not the best of us 
produces the utmost that is within him unless he is made to feel 
the full weight of responsibility. Where we can lean there we are 
weak. 

The kernel of the problem, however, lies elsewhere. Many sins 
of administration are covered by the blessed word bureaucracy. I 
have no love for bureaucracy; I am convinced that, whatever gains 
it might produce at the outset, in the long run it would not be 
efficient, because it would become too caked with custom; but we 
get nowhere by just shouting bureaucracy. Under our system, 
ultimate control must rest with the representative authority, be it 
council or committee, parliament or minister. But in the measure 
that a representative authority enters on matters of detail which are 
more properly the province of the official, the less does it exercise 
effective control. A weak official just jogs along in the mediocre, 
content that responsibility does not rest on his shoulders; the strong 
can nearly always get his way in matters of detail, with occasional 
compromise, because he knows far more of the game than any but 
an occasional councillor can ever know; and the lay council or 
committee having made itself responsible for detail, surrenders its 
power to be critical of results and loses sight of the wood for the 
trees. 

The true way of control lies not in dabbling in detail, but in laying 
down definitely the lines of policy, in seeing that the policy is being 
loyally followed and in judging of results. There are times when 
council or committee cannot well avoid entering into detail, as on 
matters where public feeling may be strongly roused, whether rightly 
or wrongly, but such incursions should be exceptional. The more 
nearly committees approach to a good board of directors, the more 
effective they are likely to be and the better their service to those 
who elected them. Councils are still too much tied to the traditions 
of procedure and methods which have come down from the more 
leisurely days of the middle years of the last century, when their 
duties were comparatively few and far simpler than those of to-day. 

If councils and committees are to restrict themselves more to their 
essential work, there is a corresponding obligation on officials to see 
that they do what lies in their power to facilitate that work, by sub- 
mitting adequate, but not verbose, reports and concise returns, 
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including returns of costs wherever possible, and in other ways. There 
is plenty of scope for improvement in this sphere, the whole subject 
merits much more consideration. It must be made manifest to council 
and committee that they have ample material for firm exercise of that 
control which is their duty. 

As with Parliament so with councils, a plea for improvement does 
not signify want of appreciation of the great work which they have 
accomplished and are accomplishing but, on the contrary, is a tribute 
to their services and a desire to see those services even greater. 


Committees and Departments 


I shall have time to deal with only one more subject relating to 
the work of councils, that of committees and departments. Anyone 
who examines these among different authorities cannot but be sur- 
prised at the number and diversity of committees and sub-committees 
and the differences in allocation of work to the several departments. 
I am not of those who worship uniformity; on the contrary it seems 
to me that one of the dangers of modern life is that there are too many 
tendencies towards a dull uniformity. And organisation should be 
fitted to local conditions; wholesale tailoring will not do for govern- 
ment. 

Allowing for all this, however, it is difficult to find sufficient 
reason for many differences which prevail. It looks as though 
arrangements have been made just with an eye to the expediency of 
the moment more than from considered policy. There is a tendency 
to appoint too many committees and sub-committees. The time spent 
by members and officials in attendance must be enormous. It is 
probable that much could be done to introduce more method into the 
business, as well as more care in appointing chairmen; all know the 
great difference between a good and a mediocre chairman, for good 
business and for despatch. 

What has been said of committees applies also in a measure to the 
allocation of work between departments. Much often depends, of 
course, on local conditions and personalities. There are some classes 
of work also which do not of their nature fall automatically to one 
or other of the particular professional aptitudes of heads of depart- 
ments. But there must be waste of professional ability if work is 
allocated to a department quite outside the sphere of the professional 
head. It cannot be economical, for instance, to place under a medical 
officer a branch of work which has nothing directly medical about it, 
unless there should happen to be quite exceptional local circum- 
stances. 

I suggest that councils would do well at intervals thoroughly to 
review both their committees and their several departments, and the 


358 


























Where Stands Public Administration >? 


work allocated to them—not at too short intervals because it does 
the watch no good to take it apart too often, but periodical cleaning 
is good. This is the more desirable because of the large increases in 
local duties. 


Officials 

The matters with which I have already dealt closely concern 
officials, because, though primarily matters for their masters, they 
can do much to facilitate improvement and, in some matters, 
especially in suggesting means by which control of policy and 
judgment of results can be effectively exercised, they can and should 
play a leading part. 

Efficiency of administration must obviously depend very largely 
on the appointment of thoroughly competent officers. The standard 
reached by the Civil Service has been attained chiefly by the 
searching tests which are now applied, supplemented by a strictly 
administered probationary period, which can be stiffened still more, 
because it cannot be too strongly emphasised that even the best of 
theoretical tests affords no more than a presumption of fitness for 
practical work. The great progress made in applying standards for 
local government appointments is obvious to all, and credit for most 
of this progress is to be given to the several organisations of local 
government officers. It is one of the finest of their public services. 

There is, however, plenty of room for still more improvement. 
All is not well in the making of appointments. Local authorities are 
jealous of their autonomy, and with good reason, but I do suggest 
that they should not hesitate to consider, and warmly to support, any 
measures which promise better, and more impartial, means of 
selecting men for posts in the local government service. And I say 
this without any predilection for any particular class or type of 
officer, except that likely to render the most efficient service to their 
employers. 

There is no field in the public service that more needs to be 
cultivated than that of general administration and, incidentally, this 
is the supreme justification for the Institute of Public Administration. 
There is still, let us frankly recognise it, much distrust of any 
systematic study of public administration, both among central and 
local officials. It seems to me a surprising attitude of mind, with the 
example of all the many other branches of learning and practice 
before us and the obvious fact that, to put it no higher, the best may 
gain many valuable suggestions from the practice of others, past and 
present, if that practice be put together and digested in informed 
manner. I am convinced that, great as are the strides made by 
public administration, much more progress would be achieved if 


359 











Public Administration 


systematic investigation and research were undertaken on a sufficient 
scale. 

It is characteristic of Britain, and indeed of human nature, that 
governments help researches into medicine and industry, but not 
into their own particular business—public administration. 

Although the need, and advantage, applies to central no less than 
local services, there is a special case in the latter because of the 
practice of appointing as heads of departments persons of professional 
qualification—legal, medical, engineering and the like. I am not 
criticising that system, there are particular reasons for its adoption 
in local government, but the practice does make it all the more 
necessary to see that the professional heads do also possess the 
administrative knowledge and ability for running their departments, 
especially because in large authorities the administrative ability may 
be far more important for successful operation than professional 
skill, however great. An officer who aims at reaching one of the 
top posts where administrative qualities of a high order will be 
required should be the more ready to avail himself of opportunities 
for broadening his administrative knowledge, so as to supplement to 
his own advantage and that of the authorities whom he may serve 
the administrative experience which he may pick up in his daily 
work. 

The same is true also of the clerical officer who aspires tc be more 
than just a hewer of wood and a drawer of water. 


Research 


I have referred to the needs and advantages of research, and I 
should like to emphasise the benefits likely to accrue from it. 

The field is scarcely touched at present. I am convinced that there 
are rich returns to be harvested. I hope that some day a National 
Institute of Research in Public Administration will be established 
under Government auspices, like the Medical Research Council. In 
the meantime, here is an opportunity for some person or persons of 
wealth to start real pioneer work for the public good, and I commend 
it to those who are looking for new outlets for their generosity. What 
I have in mind in particular is not the ordinary academic inquiries, 
but research by men of practical experience, familiar with the factors 
to be taken into account in practical affairs. The Institute of Public 
Administration has been enabled to do some pioneer work in this 
sphere, but it is not altogether to the credit of the country that this 
activity has been rendered possible only by the generosity of one 
of the philanthropic Foundations of the United States. 

Incidentally, the measures now being taken at a number of uni- 
versities and other schools of learning to provide instruction in public 
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administration can bear the fruits which are to be desired only if much 
more cultivation is undertaken and a broader basis of fact and 
principle is provided drawn from experience. 

It may be added too, that though we have a very wide sphere 
for study in the institutions of our own country and their working, 
indeed enough of itself if there were no more, we should cast our 
net much further afield, and learn what we can from other countries. 
We are apt to be altogether too insular, to be so full of pride in our 
own achievements, not without some reason, as to disdain the 
experience of other countries. This is foolish and improvident how- 
ever high our position, for the different circumstances of other 
countries, the different institutions, the different shades in the same 
institutions and in their operation, all provide much that can be 
suggestive and useful for our learning. We but handicap ourselves 
if we do not garner as much as we can from the experiences of 
other countries, and should be no more foolishly proud or conserva- 
tively insular than the industrialist who has sense to learn from his 
foreign competitors. 





I made notes of many other topics worthy of discussion, but I 
must come to an end. The gist of it all is this—that public administra- 
tion is not static but must grow if it is to match growing needs; that 
machinery and methods must be still further advanced for meeting 
present and future problems; that means are available by which the 
knowledge and practice of public administration can be substantially 
advanced; and that those who have this progress at heart should 
bend their efforts towards the use of those means, so that the public 
good may be still more adequately served and that the reproach be 
removed that public management lags behind material improvement. 
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Blue Prints versus Red Tape 


By E. M. H. Lioyp 


a JOHN ANDERSON in his stimulating address on ‘‘ Bureau- 

cracy,’’ delivered to the Institute in 1928, established a valuable 
precedent for the discussion by Civil Servants of criticisms of the Civil 
Service. He set out to ‘‘ focus the main lines of criticism ’’ of the 
public service then current and to indicate some of the ‘‘ counter- 
considerations that might be advanced.’’ He was careful not to say 
anything ‘‘ to which, as coming from one who is himself a Civil 
Servant, exception could reasonably be taken in any quarter,’’ or to 
make ‘‘ anything in the nature of a final pronouncement ’’; and 
ended by suggesting that his subject should be followed up by the 
Institute ‘‘ not in any combative spirit but in a spirit of earnest 
inquiry and research.’’ ‘“‘ Introspection,’’ he said, ‘‘ on the part of 
the individual may be dangerous; introspection on the part of an 
Institute such as this should, I believe, be encouraged.’’ Since then 
the Institute has devoted frequent attention to defects in the public 
services and has invited a number of outside experts—notably the 
late Professor Graham Wallas, Mr. Urwick and Mr. Dakyns—to offer 
their criticisms and suggestions. 

In the course of the last ten years, or at least since 1928, sweeping 
attacks on the Civil Service seem to have become rarer. Possibly 
the work of the Institute may have contributed in some small part 
to this change. Never, one might say, has the prestige of the Service 
stood higher. Never have relations between Departments and outside 
organisations—of employers, workers, traders and professional men— 
been more cordial and harmonious. Even in Parliament and the 
Press acrimonious generalisations about official inefficiency, tyranny 
and red tape are less frequently heard. And yet Government inter- 
ference and the impact of officialdom in every walk of life have been 
growing year by year. When, therefore, the Editor asks a member 
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of the Institute to answer the question ‘‘ Where stands Public 
Administration?’’ he is tempted to reply with some complacency: 
‘‘ More firmly grounded than ever in the respect and admiration of 
all parties.’’ But since self-criticism is a virtue and sometimes better 
informed than outside criticism, this answer will not do, even though 
it may be partly true. Actually, since every generalisation has its 
opposite, we may find it more appropriate and in keeping with the 
Hegelian dialectic which Oxford taught us, to examine the contrary 
thesis that ‘‘ the Civil Service is not what it was, and is not adequately 
facing the problems of the modern world.’’ An approximation to the 
truth—and certainly no final pronouncement—may then emerge 
from a synthesis of these two apparently contradictory propositions. 

There are, of course, many exceptions to the affirmative view both 
among the general public and in the academic world. Professional 
statisticians and economists are probably the most critical and the 
best able to criticise. They are not unanimous or politically 
important, but their criticisms are weighty and likely to be worth 
listening to. They can fasten on specific points, such as the inadequacy 
of official statistics, in addition to making general indictments of 
the methods of Government interference and the economic philistinism 
and ignorance of Whitehall. The atmosphere in administrative circles, 
they say, is dominated by the economic convictions of a world that 
has passed—or by no economic convictions at all. 

There is undoubtedly a need for better understanding and mutual 
assistance between outside economic experts and those engaged in 
administration. Without in any way infringing their liberty of 
thought and expression, Departments should be able to make greater 
use of economists and to put them in the way of exercising their 
tools of analysis on concrete problems—especially long-range problems 
such as population, investment, commercial and financial policy, 
and social provision. The work of Advisory Economists under the 
Ministry of Agriculture and of the Agricultural Economics Research 
Institute at Oxford is an instance of such co-operation, from which 
both the economist and the administrator-——and, one hopes, the agri- 
cultural community—derive profit. The Economic Advisory Council 
represents another example which is capable of further development. 

But there is also the vaguer but none the Jess impressive criticism 
of the scientist. The administrator’s outlook, he alleges, is mostly 
indifferent, if not repugnant, to the methods and achievements of 
modern science. The Civil Servant understands the laws and the 
precedents, and he can weigh up the political forces and personalities 
that count in Whitehall; but he is by training unresponsive to the 
new ideas of science and without understanding of the vast repercus- 
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sions on society of modern advances in engineering, chemistry, biology 
and even in physiology and psychology. Whereas the statistician and 
economist can fasten on particular things done wrongly or left undone, 
the scientist’s suggested remedies are more general and ambitious. 
He demands, first, more fact-finding and research; and secondly, 
planning and reconstruction on a large scale. He is intolerant of 
misdirected energy; of preventible waste, loss and suffering; and of 
the unscientific and conservative outlook which holds back the 
application of science to the enhancement of social well-being. What 
the country lacks, he would say, is an economic and social general 
staff with a scientific training and a constructive imagination. Civil 
Servants may be good enough at getting things done at the behest of 
Ministers. Where they fall short, owing to their limited outlook and 
excessive conservatism, is in the advice they proffer. ‘‘ Safety 
First ’’ is the watchword of Departments and constructive thinking 
is at a discount. 

That there is some truth in this and similar criticisms few would 
deny; to determine how much would require an omniscience to which 
no scientist and certainly no administrator could lay claim. One 
obvious line of reply would be to emphasise the limitations and 
difficulties under which the Civil Servant works; the acute and 
growing pressure of work; the congestion of Parliamentary business; 
the financial stringency and the need for economy; the existence of 
powerful vested interests which in a democratic country cannot be 
over-ridden or ignored, even when they obstruct the most perfect and 
scientifically thought out plan; and lastly, the fact that there is no 
established diagnosis or cure of the thousand and one ills of the body 
politic—some of which, as Sir Josiah Stamp has pointed out in his 
recent Presidential Address to the British Association, the scientists 
are themselves creating or aggravating with their socially irresponsible 
flair for innovation and invention. If administrators need to acquire 
more knowledge of science, scientific reformers and planners are often 
naively ignorant of the real world of public life. There is no science 
of society. Even economics is little more than an exercise in hypo- 
thetical reasoning. So why trouble us, we are inclined to say, with 
your nostrums and blue prints? Administration is a: art based on 
tradition and experience. History and philosophy are worth more 
than all the sciences in enabling a Civil Servant to acquire a sense 
of perspective and make the most of his difficult job. 

All this may be partly true and yet it is not a satisfactory answer. 
In so far as it expresses a merely negative attitude, it needs further 
comment and explanation. The Civil Servant is in fact ready enough 
to admit himself baffled by the complexity of many of his problems 
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and can only say to his critics that they could probably do no better. 
The prevailing attitude of harassed officials is naturally one of 
scepticism towards planners—ggg of the plans are unworkable and 
there is generally no money available for the right one. But his 
complacency is often more apparent than real. In the confusion of 
the modern world few Civil Servants can contemplate with enthusiasm 
their individual contributions to the better ordering of Society; and 
yet without a fairly constant satisfaction in dealing with each day’s 
job as it comes along, without fuss and on lines that follow more 
or less the beaten track, there would be more nervous wrecks than 
there are in Whitehall. ‘‘ Keep smiling,’’ ‘“‘ Never get rattled,” 
“Never trouble trouble till trouble troubles you’’ and “ Let 
sleeping dogs lie ’’ might have been invented as mottoes for Civil 
Servants in difficult times. The psychologist at least will recognise 
the virtue of resignation and quietism in certain circumstances as a 
condition of mental equilibrium. It may even be a healthy sign of 
adaptability. Since the crisis of 1931 we have been living under the 
shadow of economy and “ Safety First ’’ has been the condition of 
national convalescence. One of the chief tasks of the Civil Service 
has been to keep its head and to co-operate in preventing the spread 
of panic and neurosis from other lands. This is a positive achieve- 
ment to its credit, even though it may have meant a negative attitude 
to ambitious plans of reconstruction. 

What of the future? With the return of prosperity are we tackling 
the real problems of the modern world and thinking out plans for 
the next advance in social and economic evolution? Probably very 
little. It is not our job, we might say, and in any case we have no 
time. We are here to keep things running, not to initiate reforms. 
Reconstruction (whatever that may mean) must be worked out by 
other agencies and the necessary stimulus must come from 
outside. But when it does, it would not be surprising if a 
new spirit were to emerge as it did in the quinquennium from 
1909 to 1914, and again during the crisis of the war. As 
the rejuvenation of the General Post Office has shown, there 
is plenty of unused talent and untapped reserves of constructive 
enthusiasm to be called upon when the temper of public opinion and 
the needs of the day call for action. And when that time comes— 
and with it a stronger determination to prevent, with all the aid that 
science and economics and statistics can give, a repetition of the 
worst evils of business fluctuations and financial instability—the self- 
criticism of to-day may yield fruit in a fuller and more hopeful grasp 
of the potentialities of a public administration inspired by the spirit 
of science as well as of disinterested service. 
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By JOHN GRIERSON 


, ie Post Office is the largest operator in the film world among 
the government departments. It makes something like fifteen 
films a year to bring the Post Office service alive to the public. These 
are its more dramatic films like Night Mail, Weather Forecast and 
6.30 Collection. It makes short films to advertise special services. 
Such a film is Colour Box. It makes films for the instruction 
of staff. It makes films for the educational field to teach 
both children and adults the working of the various _net- 
works of communication for which the Post Office is responsible. 
That is to say the Post Office uses the film to dramatise, to publicise 
and to teach. 

We have our own production unit. The men who make the 
films are Post Office servants. They are not outsiders brought in for 
this job or that. We belong to the Post Office like any of the other 
serfs who carry letters and dig holes in Piccadilly. The advantage 
of working on the inside in this way is that we realise the problems 
of Post Office public relations. The intimacy we have acquired has 
influenced, I believe, the quality of our films. It also, I believe, adds 
a certain affection to our consideration of its various themes. 

There is one point of relationship between the G.P.O. Film Unit 
and the G.P.O. administration which I shall mention, because it is 
more or less unique and because it is, more than any other factor, 
responsible for the quality of the work we do and any public success 
we may have had. It is the fact that the film producer is also the 
film officer. That is to say, the producer or creative head is an 
officer of the Post Office with administrative as well as executive 
power. He works, of course, to the control of his public relations 
officer, but, within the limits of finance set and the general plan 
agreed at the beginning of his year, he has the more or less free com- 
mission to secure the best creative work he knows how. 

When a film-maker comes into contact with other government or 
municipal or industrial concerns the situation is very different. As 
often as not he works to a script laid down for him by people who 
know nothing about films. He is often subject to a committee which 


366 




















Films in the Public Service 


will shamelessly dictate the order and nature of his shots. He is 
subject to any veto which a self-assertive and often impertinent 
managing director cares to issue. The result in ninety-nine cases out 
of a hundred is either dullness or disaster: dullness, if the film-maker 
tamely submits; disaster if, in the ordinary vanity of his trade, the 
film-maker tells the committee to go to the devil and walks out. I 
may say that I recommend the disastrous ending rather than the dull 
one. 

We have none of that nonsense at the Post Office. It is recog- 
nised that film-making is an interpretative and creative work and that 
its specialists are as worthy of respect and trust as any other 
specialists. In our Post Office system it is the film officer’s job to 
combine and co-ordinate the departmental outlook and the creative 
outlook. In so doing he drives two very different horses. It is the 
virtue of the one to err on the side of high spirits. It is the virtue 
of the other to keep its spirits as low as possible and pursue its way 
in circumspection and exactitude. But the work of combining the 
two is not impossible and is, in many respects, to the advantage of 
both. 

I would like to underline this technique of having film officers 
in charge of film-making. It is, I believe, a sime qua non of good 
work, and, in fact, I cannot think of good work being continuously 
done and a standard maintained by any other method. I would like 
to know an example to the contrary. Film technique is a difficult 
technique, constantly progressing as we learn to use sight and sound 
and as new and more difficult subject matter comes before us. It 
Tequires creative power of a high order and the combination of many 
talents. In our Post Office unit, for example, we have our own com- 
posers, our own poets, our own writers and, above all, we have a 
man of genius in Mr. Cavalcanti. 

Not only does technique make demands on the mind. Problems 
of departmental reporting are new to art and are often complex. They 
require research. They require a keen mind which will penetrate 
through the detail of routine to the organisation and the spirit within. 
You need directorial minds, in fact, which can not only grasp your 
problems but also see to their presentation in the special language 
of film. Mere camera-men are of no use to you. 

In our unit we indicate this emphasis by making our camera-men 
out of promoted message boys, and first-rate camera-men they are too. 
Our film-makers are of a completely different training. We have 
taken them all direct from one or other of the universities. The first 
requisite is not a knowledge of film (we can give them that), but a 
good head and a sense of the problem involved in using film to bring 
alive public services and public purposes. In other words, we take 
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from the universities the very men who, fifteen years ago would 
have gone normally into the public service. 


On its distribution side the Post Office works on several fronts. 
Our more spectacular films (not necessarily our ‘best or most useful 
films) we send round the ordinary theatres. We reckon that we can 
make our Post Office themes exciting enough to take their place in 
the normal entertainment programmes and to be paid for like any 
other films. We have to some extent succeeded. Films like Cable 
Ship, Weather Forecast, 6.30 Collection, Night Mail, our big film of 
the B.B.C., as well as many films we made under the Empire 
Marketing Board have all opened in the great theatres of the West 
End: at the Carlton, the Empire, the Tivoli and the New Gallery, 
and have subsequently been given circulation throughout the country. 


‘But we do not, at the Post Office, regard this theatre circulation 
as very important. It is not so important from a public relations 
point of view as what we call our non-theatrical circulation. To get 
a notion of what the non-theatrical field of influence now means and 
will increasingly mean in the future, I want you to call up a picture 
of the tens of thousands of winter syllabuses and the hundreds of 
thousands of schools, colleges, Y.M.C.A.s, churches and church 
organisations, of the business clubs, workmen’s clubs and youth clubs, 
of the literary and debating societies, women’s organisations, educa- 
tional associations and university extension courses, which exist 
throughout the country for mutual education and public discussion. 
I shall not attempt to estimate the size of this audience, but it amounts 
certainly to millions a year. Working on the narrowest and most 
economical front we have already reached an annual audience of three 
or four millions of these people, and we have only scratched the 
surface of possibilities. 


I shall not go into the advantage of this circulation in detail except 
to make one or two points :— 


(x1) These people are interested in public information. What you 
have to tell them is not simply an interlude between the Garbos 
and the Gables but the whole focus of their attention and the 
basis of their discussion. 

(2) Public discussion, after a period on the wane, is showing 
some signs of growing again. The use of films is doing some- 
thing to revitalise those winter discussions and bring the 
lecture method closer to the spirit and the material of the 
times. 

(3) With such an audience you can make your public information 
directive. You can, by analysis in any community, pick out 
the particular section you wish to inform. 
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We reach this public in different ways :— 

(1) We have a central library which services all organisations 
which own projectors. We give our films free but charge for 
postage. 

(2) We give film seasons in the central halls of different towns. 
These seasons may run for two weeks or as long as twelve 
weeks. Our audience is organised from the clubs and societies 
in the district. Occasionally the shows are free to the general 
public. 

(3) An interesting alternative to this method and one from which 
we expect much in the future, is that we have gone back to 
the early methods of the stock companies and operate one- 
night stands. Night after night we move from hall to hall 
filling in dates on lecture syllabuses and providing lecture, film 
apparatus and operators. 

(4) In conjunction with directors of education we give film seasons 
in different schools, fitting our story of world communications 
into the modern teaching of civics. 

I have gone into detail on the Post Office film machine because 
we have, as I say, the largest film organisation of its kind in the 
country, and we have done most to orginate the technique of produc- 
tion and distribution in this special field. But other government 
departments have in one way or another begun to use films for their 
own particular purposes. 

The Ministry of Agriculture has made several films for the instruc- 
tion of farmers on marketing methods. These are centrally available 
through the Empire Library and are presented at cattle shows and 
other gathering places for farmers. The Ministry of Labour last 
year had a brief adventure in production in direct imitation of 
the Post Office. It produced one excellent little film on employment 
exchanges. It is now producing two films on unemployment camps 
through the medium of a commercial company. The Ministry of 
Health does not itself make films of housing and health, but is quick 
to add its blessings (which cost nothing) to anyone who does. So far 
it has had to rely for its housing propaganda by film on the finances 
of Pathé and the Gas Light and Coke. 

The Ministry of Transport, apart from keeping friendly with the 
newsreels has supplied a commentator for a film on road deaths. This 
urgent matter of public propaganda was not, however, promoted by 
the Ministry itself, but to improve the sales of the News of the World. 
The commentator supplied was Mr. Hore-Belisha. 

~ The Admiralty, the War Office and the Air Ministry, as befits the 
most decorative of the services, are all very conscious of benefit by 
film. They attend faithfully on the doorsteps of the various news- 
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reels. They use films departmentally for instruction and research, 
though the last Admiralty film grant I heard of (achieved after 
three months’ departmental chit-chat and the wasted time of 
twenty-five senior officers) was twenty pounds. .The War Office, I 
understand, is now dickering with a film company with a view to 
getting a film on recruiting. The D.S.I.R. has its own film unit to 
describe its researches to its many clients, and a very sensible under- 
taking this is which I wish the Ministry of Agriculture would follow. 
The time lag between research results and practice in the world of 
agriculture is one of the most colossal inefficiencies of our time. It 
represents a gap which the film is peculiarly fitted to bridge. A con- 
sidered and intensive scheme for bridging it died with the Empire 
Marketing Board. In the Mines Department one or two officers 
have shown great personal initiative and by one subterfuge or another 
got together films which will promote safety in mines. 

That is not the full governmental roster by any means. Various 
research departments working under government finance have some- 
how managed to make film records of their work. The herring and 
other marketing boards set up by the M.A.F. and the Depressed Area 
authorities have all taken first steps to initiate films to help them in 
their educational and propaganda work. The Savings Committee 
has joined with the Trustees Savings Bank and the Savings Bank 
in considering a long-term scheme for promoting thrift by film. 

I could cite half a dozen other instances of governmental use of 
films, but I think this will be sufficient to indicate that film is being 
widely accepted as a medium for departmental instruction and 
reporting. Add, if you wish, to this general impression the fact that 
the largest educational library in this country (it contains between 
three and four hundred films) is a government library, consisting 
almost entirely of films made either by the British government or by 
the governments of the Dominions and Colonies. This is the Empire 
Library operated from the Imperial Institute. It is potentially the 
most powerful single avenue to the creation of public opinion by film 
in the country, and I hope that presently, as public administrators 
realise its value, they will see the wisdom of strengthening its hand in 
the great educational service it performs. 

That is the government story in brief. Except in the operation 
of our own post office film department, it is a story of piecemeal 
activity, of films undertaken sometimes without expert knowledge of 
what was wanted or what was involved, of films sometimes made in 
the cheapest quality and for the lowest tender, of films made in many 
cases without proper understanding between the departmental officer 
and the outside film-maker, of dull films in some cases which have 
not, in distribution, justified their making. But on the positive side, 
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the really important side, it is worth noting that we have really begur 
to realise the value of film in our public relations, that we are learning 
how to use it even by our mistakes, and that in spite of the restraining 
and too conservative hand of many departmental chiefs, there are a 
great many government servants who have had the courage to enter 


a difficult field. 


Now that film has found its feet to some extent in the government 
service the next great step should be to sort out the theory governing 
its uses and, realising both the possibilities and limitations of film, 
to indicate how specifically it may best serve the requirements of the 
great departments like health and labour and agriculture. 

Perhaps you will allow me to suggest a line from our Post Office 
experience. Our main point of policy is that we regard film and radio 


(together with 


poster, pamphlet and public exhibition) as solving a problem which 

has worried governmental practice increasingly for the past decade. 
Information on public services is necessary if there is to be 

public co-operation and understanding. Departmental recommenda- 


tions have to 


or the understanding of the community. But the trouble is 
that we cannot expect the citizen to know everything about every- 


thing. He has 


his species of shorthand so far as public information is concerned. 
They can simplify. They can approach public information on a 
dramatic level or on the level of high journalistic appeal. They can 
approach the public on the level of the sentiments. They can add 
the factor of appreciation to the factor of information. They can 


give facts and 


mechanism they can command an audience of millions. 


By putting 


and visual level we expect to do what blue books and public lecture 
and public edict have signally failed to do. We expect to make public 
contact for departmental working and to build the knowledge and 
appreciation outside which make for a more efficient public service. 

One result of our work is of special interest. Setting out on a 
scheme of public relations we have found that our greatest influence 
has been in domestic relations. We now say at the Post Office that 
the main purpose of a G.P.O. story in the newspapers or of a G.P.O. 
film on the public screen is to be read and seen by our post office 


selves. 
That is an. 


In a large organisation like ours a man does not always know what 
his neighbour is doing. Departments are out of touch with each 
other in so far as their separate jobs represent specialised experience. 
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the modern technique of popular newspaper stories, 


find a form which will touch either the conscience 


neither the time nor the energy. Film and radio are 


also create loyalties. And by the nature of their 


public information on the dramatic and journalistic 


exaggeration, but there is an element of truth in it. 
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And the perspective of the whole is not imaginatively grasped by the 
individual operator unless there is machinery for bringing it into his 
imagination. I sometimes believe that the only people who know 
about the Post Office are the film people; and I-believe this the more 
when I hear departmental workers focus (as they often do) their 
entire Post Office interest in the shape of a screw or the angle of a 
telegraph pole. They cannot see the wood for the trees; in some 
cases they cannot see the wood for the notches on the leaves. 

It is the prime purpose of any public relations work to see the 
full perspective and make it known. I, for my part, think it must 
do the Accountant-General’s department a great deal of good to see 
our Night Mail or our Cable Ship. It saves it from thinking that the 
Post Office is just a bowl of cyphers and a row of figures. On the 
other hand it must help the Cable Ship man—it may even comfort 
him as he draws his weekly wage—when he realises that the A.G.D. 
and the Personnel Branch have their own deep reasons for their daily 
villainies. It may even encourage him to realise that the Accountant- 
General is of all our Post Office faces the most benign. 

These inter-departmental understandings are important for 
efficiency. The imaginative grasp of the whole and of its social 
perspectives must create a sense of public responsibility. But there 
is another interesting point. Consciousness of public appreciation is 
not only a spur to the artist; it is a spur to every man alive. I am 
too young in the Post Office service to say this authoritatively, but 
I have heard it commonly said that the service has improved greatly 
and spontaneously over the past few years; and this has happened 
not through any special drive inside but simply because the depart- 
mental status in public opinion has gone up, because Post Office 
workers have come to realise that they both do a great work for the 
public and have public appreciation for it. 

If I am to sum up in a way that might be useful to other depart- 
ments I shall do so in a series of generalisations :— 

(xr) Government service is finding a new technique which permits 
an appeal to the public on a dramatic, journalistic and visual 
level. 

(2) It is discovering a technique by which special information 
can be given to sections of the public and the public in general 
can be encouraged to co-operate on policies and make the best 
use of departmental services. 

(3) It is discovering a medium by which departmental workers 
themselves may realise more fully the social perspectives of 
their work and enjoy public appreciation for it. 

I would hold in conclusion that efficiency is served and the sense 

of public service is heightened. The public in the end is better served 
and citizenship is made more rea] because it is made more imaginative. 
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The History of the Municipal 
Franchise 


By Lapy (ERNEST) SIMON 


F Ne ancrigate the many articles that celebrated the centenary of 
local government, no mention was made of the development 
through the century of the municipal franchise. Yet, it also had a 
history not without interest. 

The authors of the 1835 Municipal Corporations Act intended 
the franchise to be wider than that of the parliamentary franchise 
of 1832, but it was not until 1869 that this result was finally achieved. 

In order to qualify for the parliamentary franchise, a man over 
twenty-one years of age had to occupy premises of the clear annual 
value of not less than £10 for twelve months before the last day of 
July, to have been rated to the Poor Rate for the same period, to 
have paid the rates up to April 6th, and to have resided within the 
borough, or within seven miles of it, for six months before July. 

In order to qualify for the municipal franchise, a man over 
twenty-one had to occupy premises for three years before August in 
any year, and to have been an inhabitant householder within the 
borough or seven miles of it, for the same time. He must have been 
rated in respect of his premises for the time of his occupation, that is 
three years, and have paid the rates for two and a half years.? 

When the two franchises are compared, the municipal appears to 
be wider because there is no mention of a property qualification, but, 
as will be seen later, it actually enfranchised fewer people. 

Two years before municipal reform in England, the Scottish Burgh 
Act® had reformed the Corporations of that country and the parlia- 
mentary franchise of the £10 householder had been adopted for the 
new municipalities, but the government was anxious to explain to 
the House of Commons that the English municipal franchise was to 
be wider. In the House of Commons, Lord John Russell said :4 “‘ It 
must have occurred to everyone who wishes that there should be a 
uniform franchise in corporations that the present parliamentary 


12 Will. IV, C. 45. 

25 & 6 Will. IV, C. 76. 
33 & 4 Will. IV, C. 77. 

4 Hansard, June 5th, 1835. 
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franchise of the £10 householder might be taken as the constituency 
in corporations . . . . but it would expose that franchise to danger. 
It has produced a class of constituency which from property and 
intelligence is fit to be entrusted with the responsible duty of electing 
members to Parliament, and I think if we were to say that no others 
but those who possess that qualification should vote for corporations, 
we should arouse a feeling of enmity and jealousy against them as 
monopolising all rights and powers to the exclusion of others that 
were as well entitled as themselves. In the next place, I think we 
should consider those whom I may call the permanent ratepayers, 
the inhabitants of the town, as perfectly fit and qualified to choose 
persons to represent them in its common council and government.”’ 
He went on to say that the lower class ratepayers were more open 
to bribery as concerns Parliamentary elections, but, ‘‘ I do not think 
that the same thing can be said when you place before them the 
propriety of choosing their own neighbours, perhaps their next door 
neighbours, as persons fit to have a voice in the government of their 
own town.’’ It will be remembered that the Bill, as introduced, had 
no property qualification for Councillors, but that it was inserted later 
by the House of Lords. He then added another and a more con 
clusive reason. ‘‘ These ratepayers do contribute and directly con- 
tribute to the expenses of the town,’’ and, “‘ those who contribute 
their money should have a voice in the election of persons by whom 
the money is spent.’’ Justifying the condition of two and a half 
years payment of rates, he said, ‘‘ that it is but proper to have the 
permanent ratepayers of the town as the persons to elect the Council 
which is to have the government of the town yet, at the same time, 
it seems to be necessary to take some form of caution that they are 
neither persons who are occasionally suffering under that pressure 
of distress which obliges them to receive parochial relief, nor persons 
unable regularly or for a length of time to pay their rates.’’® Later in 
the discussion he refused to accept an amendment to extend the scope 
of the franchise by adding ‘‘ Tenement ”’ after ‘‘ House, Warehouse, 
Counting-house and Shop,”’ as, he said, ‘‘ it would admit every place 
that was rated even at the lowest possible amount, and thereby entrust 
the franchise to a class of persons who might not exercise it in the 
manner contemplated in the Bill.’ 


When the Scottish Burgh Act was going through Parliament only 
two years before, the government had laid stress upon the necessity 
for a uniform franchise for municipal and parliamentary electors, and 
had therefore resisted any amendments to reduce the qualification 
below £10 householders. The Lord Advocate argued in this con- 


5 Hansard, June 5th, 1835. 
§ Hansard, June 22nd, 1835. 
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nection that if the £5 householders were allowed to vote for the 
municipal boroughs, they would soon claim to vote for M.P.s, and 
he knew not on what principle the legislature could refuse them.’ In 
the same year, 1833, Lord Brougham’s abortive Bill to confer 
municipal government on thirty towns which had been given members 
of Parliament by the Reform Act, proposed that the franchise should 
be the same as the Parliamentary. It is not clear what happened in 
the intervening two years to make the government give, what was 
popularly called ‘‘ household suffrage,’’ and which was meant to 
be an extended franchise, to municipal electors. Joseph Parkes, the 
Birmingham solicitor, who had been secretary of the Royal Com- 
mission on Municipal Corporations and who had much to do with 
the drafting of the Bill, writing to Lord Durham, said: “‘ I was till 
twelve last night at Blackburne’s chambers on our Corporation Report 
in which, entre nous, we shall distinctly recommend the new Durham 
suffrage for indeed we could get no sufficient electoral body by any 
other standard. But we have got to get over some of the Com- 
missioners. All the strong heads and good principles are agreed— 
but we have a posse of Lord Brougham’s men and weaker vessels 
who will not hold out.’’ After he had succeeded in persuading the 
majority of the Commissioners, the Cabinet was a more difficult 
problem; ‘‘ they swore in my presence that they would never agree 
to household franchise, but Ellice and I convinced Lord Melbourne 
and he converted them.’’ This success was a great surprise to Parkes. 
‘“T never thought when we began with the Cabinet that we should 
spoon them with it. But it stays on their stomachs up to to-day; 
and tonics I hope will keep it down till the Bill is fairly launched in 
the House of Commons. Once there we are safe as a united party— 
come what may.’’ Later he wrote , ‘‘ However it is a smasher—a 
grand point to get household suffrage, and a thorough purge of the 
existing Corporations.’’® 

Francis Place, the radical tailor of Charing Cross, ran a weekly 
paper called The Municipal Corporations Reformer for a few months 
whilst the Bill was going through Parliament. In it he wrote that 
Lord John Russell had brought to the support of the new municipal 
franchise the immutable principle that representation should be co- 
extensive with taxation. Place objected to the ‘‘ vexatious and useless 
ratepaying clause which cannot fail of producing extensive litigation 
and disfranchisement. Three years rating and payment for two years 
and a half are utterly unjustified by principle and precedent, and we 
should be dishonest commentators on the municipal Bill if we did 
not denounce this constantly extending invasion of popular rights in 


7 Hansard, June 26th, 1933. 
8 Joseph Parkes of Birmingham, by Jessie Buckley, pp. 120-122. 
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subservience to the Upper House.’’ This must have referred to dis- 
cussions in the Cabinet, for the House of Lords curiously enough made 
no attempt to alter the franchise. However, in the same number of 
his paper he said that the Bill was, ‘‘ a legislative proposition more 
perfect in principle and more extensive in its transfer and new distribu- 
tion of political power than even the Reform Bill of 1831.’’ And when 
the Bill went to the House of Lords, he wrote: ‘‘ This great measure 
of social regeneration has, in all its principles passed unscathed 
through the Committee of the House of Commons.’ It is clear, 
therefore, that he as well as Joseph Parkes thought that the municipal 
franchise would be considerably larger than the parliamentary 
franchise of 1832. This view was shared in the country, for at a 
meeting in Liverpool in support of the Bill, Mr. W. Rathbone said,® 
‘It gives you all but universal suffrage.’’ Other speakers added, 
““ They say the franchise is too extensive, they see or affect to see 
a danger in allowing the ‘ mob,’ as they call the people, to have a 
voice in municipal or political affairs.’ No serious objection to the 
scope of the franchise was made in the House of Commons, Peel 
recognised in all his speeches that the franchise was much wider than 
the parliamentary franchise, and Lord Lyndhurst, who fought bitterly 
many of the provisions of the Bill in the House of Lords surprisingly 
said, ‘‘ that it was not his intention, nor he believed the intention 
of the noble Lords round him, to make any objection to the burgess 
qualification proposed by this Bill.’’ This might, in view of his 
insistence upon a property qualification for councillors and life alder- 
men, have made the Radicals suspect that the franchise was not 
actually so democratic as it seemed to be, and in the earlier stages 
of the discussion in the Lower House Mr. Roebuck asked a very 
pertinent question. He said: ‘‘ In a great many places persons are 
not rated who live in houses rated under £10 per annum. I wish to 
understand from the noble Lord what arrangements he meant to make 
with regard to persons of this description? ’’ Lord John Russell’s 
reply is stated by one reporter to have been “‘ wholly inaudible,’’# 
although Hansard reports him as making a reply that still did not 


clear up the position. ‘‘ Compounding ”’ proved to be the chief 
reason why the franchise in practice was different from the franchise 
in theory. 


The Bill was passed, burgess lists made out, and the result was 
very different from what had been expected. From an official return 
made in 1836,” the local electorate in most towns was shown to be 


9 Municipal Corporations Reformer, June 2oth, 1835. 

10 Hansard (House of Lords), August 14th, 1835. 

11 Municipal Corporations Reformer, June 13th, 1835. 

2 Return to the House of Commons of Persons Qualified to Vote for Members ~! Par- 
liament and Councillors, 1836. 
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smaller than the parliamentary electorate. In a hundred and seventy- 
eight municipal boroughs there were 124,000 municipal voters, where- 
as in the hundred and twenty-six of them which were also parlia- 
mentary boroughs, there were 147,000 parliamentary voters. 

The following figures give the comparison between the parlia- 
mentary and the municipal electors for the five large towns, which 
were incorporated at various dates from 1835 to 1843:— 


Town. Parliamentary. Municipal. Population. 
Birmingham, 1838 ... 7,309 (1832) 5,023 180,000 
MLeeds, 1835 ee. 5,052 6,762 120,000 
Liverpool, 1835 ... 11,283 7,655 5,838 185,000 

(incl. 3,628 freemen) 
16Manchester, 1838 ... 11,185 9,118 200,000 
(estimated) 
l’Sheffield, 1843 ve 4,060 5594 110,891 


In three out of the five towns the municipal list was less than the 
parliamentary by about 2,000 voters; only the two Yorkshire towns 
had more municipal than parliamentary voters. This result seems to 
need explanation, for, with the exception of Creevey, who wrote in 
1836, ‘“‘ There was never such a coup as this municipal reform has 
turned out to be. It marshalls all the middle classes in all the towns 
of England in the ranks of Reform, aye and gives them monstrous 
powers too,’’® no other contemporary writer, except Harriet 
Martineau, and no politician, radical or chartist, seems to have 
realised the situation or made any protest. Three years later 
even, in 1838, when Richard Cobden was leading the movement 
for a Charter for Manchester, he said,!® at a public meeting, 
““ Every householder for three years paying however small an 
amount of rate is a member of the body corporate and has an 
equal vote for the election of council men, aldermen and mayor. 
I am aware that misrepresentations have gone abroad, but I pledge 
my word of honour that, by this Act, every individual, however low 
his assessment, shall have one vote.’’ Referring to the election by 
the council of aldermen and mayor, he said, ‘‘ Can there be anything 
more democratic or republican than that? It is universal suffrage; 
annual parliaments, and vote by ticket, if not vote by ballot.’’ Later 
he referred to “‘ the poor artisan who walks there (1.e., to the polling 
booth) perhaps slipshod and aproned from his garret or cellar.’’” 


18 Letter from Town Clerk. 

4 English Municipal Institutions, by Somers Vine. 

15 English Municipal Institutions, by Somers Vine. 

16 Parliamentary and Burgess Lists. Manchester Reference Library. 
Letter from Town Clerk. 

18 The Creevey Papers, edited by H. Maxwell, p. 650. 

19 Manchester Guardian, February toth, 1838. 

20 Cobden as Citizen, by W. E. A. Axon, p. 35. 
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Cobden, as we know from a letter to Mr. Tait of Edinburgh,” was 
doing his best, although without success, to win over the radicals of 
Manchester in the fight for the Charter, but he would hardly have 
intentionally misrepresented the facts. Three years after the passing 
of the Act, therefore, this misunderstanding about the franchise was 
possible, and many historians have, even up to the present day, 
perpetuated the fallacy that the 1835 franchise was more democratic 
than that of 1832. The two notable exceptions are the Sidney Webbs” 
and the J. L. Hammonds,” both of whom realised, from a study of 
the figures, that the electorate proved to be a middle-class one. 
Redlich and Hirst, however, say**: ‘‘ This Council was to be elected, 
according to the provisions of the Bill, by the equal and direct vote 
of the local ratepayers...... The municipal franchise was thus 
framed on a principle much more democratic than the parliamentary, 
for it gave the right to vote to all ratepayers who had resided in the 
town for three years.’’ Professor Trevelyan in his British History of 
the 19th Century,” speaking of the Scottish Burghs Act, 1833, under 
which, as we have seen, the municipal franchise was the £10 house- 
holder, and explaining that Scotland insisted upon Corporation reform 
sooner than the sister country, says: ‘‘ For this reason the new 
municipal electorate in England, by waiting two years longer, obtained 
the more democratic franchise of all who paid rates.’ And the author 
of an article in The Times in July of last year, describing the 
Municipal Corporations Act wrote, ‘‘ There was to be a single type of 
town council elected by all male ratepayers of three years’ standing 
who resided within seven miles of the borough.”’ 

The mistake of those authorities seems to have arisen from the 
fact that, as there was no property qualification mentioned in the 
Act, and as the intention of its sponsors was clear, they did not find 
out what actually happened when the burgess lists were made out. 

When we try to explain the result, we find that there were two 
reasons unsuspected by the authors of the Act, for the difference in 
the electors lists. 

In the first place the parliamentary voter only had to occupy for 
twelve months instead of three years, and to have paid rates for 
six months instead of two and a half years. At this period there was 
a considerable movement of population, and Irish immigration in the 
north, although not so great as during the next decade, was con- 
tinuous. But the long period of occupancy and ratepaying affected 
the middle as well as the working class. In the return of parliamentary 


21 Life of Richard Cobden, by Lord Morley, abridged edition, p. 63. 
22 The Manor and the Borough, p. 749. 

23 The Age of the Chartists, pp. 51, 52. 

% English Local Government, Vol. I, p. 124. 

% English Local Government, Vol..1, p. 243. 
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and municipal voters made in 1836, to which reference has already - 
been made, the Town Clerk of Richmond said that one reason why 
the number of municipal voters was less than that of parliamentary 
in his borough was “‘ requiring as a qualification the elector to be an 
inhabitant householder, three years’ occupation previous to the regis- 
tration and the payment of all rates to the relief of the poor during 
that time by which many of the best inhabitants are not only deprived 
of their franchise of burgess but are also rendered ineligible to hold 
office which they are otherwise well qualified to fill.’’ 

The second, and by far the more important, reason for the failure 
of the Municipal Act to enfranchise more people than the Reform Act, 
was the system of compounding for rates of houses between £20 and 
£6 rental which had first been introduced by an Act of 1819.7 The 
reason for this provision was, that the payment of poor rates was often 
evaded by people living in houses let in lodgings or separate apart- 
ments because they were poor and did not stay long in one place. 
It was found that owners of that class of property often charged 
higher rents because their tenants could avoid payment of rates. The 
Act was permissive, that is to say it only came into operation where 
the vestry adopted it. When they did so decide, the owners of houses, 
apartments, and dwellings which were let at rents of not less than £6 
nor more than £20 for a term that was less than three months, were 
to be rated instead of the occupiers. In consideration of this arrange- 
ment they were to be allowed a deduction of not more than one half 
of the rates. A return made many years later showed that this Act 
had only been adopted in one or more parishes in seventeen parlia- 
mentary boroughs. The fact that it had not generally been adopted 
throughout the kingdom may account for there being no mention, 
apart from Mr. Roebuck’s question, of its possible effect upon the 
franchise in the discussions in Parliament over the Municipal Corpora- 
tions Act, and the Government may have thought that Section XI 
of that Act would deal adequately with the exceptional cases. This 
section gave an occupier the right to claim to be rated in respect of 
his premises whether or not the landlord was liable, and, if he paid 
the rate, his name was to be put on the rate book. But what Parlia- 
ment does not seem to have realised was, that although the 1819 Act 
under which alone compounding agreements could be legally enforced, 
had not been universally adopted, there had grown up as a result of 
the Act a widespread custom of voluntary agreements between over- 
seers and those landlords who, in return for a reduction, were ready 
to be responsible for the payment of rates on their property. Later 
these non-legal agreements caused difficulties to the overseers, but at 
this time they were numerous, although unequal in operation. In the 

% 59 Geo. III, C. 12. 
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same street one landlord might ‘‘ compound ”’ and others not, and 
the amount of the reduction allowed also varied. 

The right to claim to be rated and thus to get on the burgess list 
would, of course, be known to very few, and would involve so much 
trouble and publicity that no one could have imagined that it would 
be widely exercised. There are few records of the revision courts of 
that time, but twenty-five years later a Manchester solicitor giving 
evidence before a Select Committee of the House of Lords,” stated 
that out of 33,000 assessments at £10 and under, in that city, only 
200 claimed to be put on the municipal list. 

Although there was no uniform practice, it is probable that over- 
seers were not accustomed to put the names of compounded tenants 
on the various local voting lists. In 1834 the Churchwardens of 
Manchester consulted their legal adviser as to the effect of com- 
pounding on the respective rights of owners and tenants to vote at 
vestry meetings. He ruled against both, on the ground that as there 
was no legal compounding agreement, the owners were not the parties 
tated, and because the overseers had accepted a sum less than the 
whole rate the tenants, who were in law the parties rated, could not 
be held to have paid the whole rate! In his opinion the payment of 
the whole rate was implied. It will be remembered that Section IX 
of the Municipal Corporations Act said that no person who had 
occupied for the necessary time should be enrolled ‘‘ unless he shall 
have been rated..... to all rates for the relief of the poor, which he 
shall have paid.’’ This would probably have been interpreted by 
those who were accustomed to exclude compounded tenants as 
additional justification for it, whether or not that had been the inten- 
tion of Parliament. If only Lord John Russell’s reply to Mr. Roebuck 
had been audible much later litigation and legislation might have been 
avoided. But this reason alone would not account for the exclusion 
of so many ratepayers because, at this date, compounding was not 
legal for houses below £6, probably owing to the opposition of land- 
lords, who would wish to keep as many of their lowest rented houses 
as possible practically immune from rates. It seems never, however, 
to have been the custom to put this type of tenant on any voting list 
except in those corporations where he could qualify as a freeman. 
Even when he had fulfilled the condition of three years’ occupancy 
and had paid rates, and kept free from Poor Law relief, he would 
hardly have been considered worthy of a vote. It was probably 
occupiers of this kind of property that Lord John Russell had in mind 
when he refused the amendment which by adding ‘‘ tenement ’’ to 
the list of qualifying premises would, he said, “‘ entrust the franchise 


27 Report of Committee of House of Lords on the Probable Increase of Electors i} 
Reduction of Franchise Made, 1860, p. 195, Sudlow’s Evidence. - 
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to a class of persons who might not exercise it in the manner con- 
templated by the Bill.’’ 

In order to get some idea of the number of ratepayers who were 
excluded by compounding agreements and by custom we may look 
at the township of Manchester, the largest of the five townships that 
made up the municipal borough of that name. In 1838, there were 
34,000 assessments, of which only 9,000 were over £10. There were, 
however, only 6,600 municipal voters, but although compounding 
was not by any means general there were hardly any tenants below 
£10 on the list. 

The procedure with regard to compounded tenants was not, how- 
ever, universal. In some parts of the country it was held that so 
long as somebody paid the rates, the occupier had the right to vote, 
and in 1837 the issue was raised in the Courts.% At Bridgnorth, 
seventy men had been put on the burgess roll by the overseers, but 
the mayor, on revision, had them struck out as “‘ none of the several 
parties had paid their respective rates themselves, but that the same 
had been paid for them by third parties.’”’ It was contended before 
the High Court that these rates had been paid by persons belonging 
to a political party in the borough and, it was believed for political 
purposes. Evidence was given that many of the people had been 
unable to pay their rates themselves when called upon to do so during 
the three years, and also that many of them did not know that their 
rates had been paid. The Lord Chief Justice in upholding the 
mayor’s ruling said: ‘‘ We ought to promulgate our opinion on this 
subject without delay. If the practice described were to prevail, 
there would be great danger of the most enormous bribery. The 
statute, in requiring that the rates shall have been paid, contemplates 
some payment by the party’s own act.’’ It seems curious that he 
made no distinction between payment of rates by an outside person, 
and payment by the landlord under a compounding agreement. 
Whether this decision in 1837 was given much publicity, or whether, 
in most parts of the country direct payment of rates had been assumed 
necessary for the burgess qualification, the question was not finally 
settled until 1878.% 

In 1850, the Act® for better assessing and collecting the Poor 
Rates and Highway Rates in respect of small tenements extended 
compounding to houses under £6 as it had been found “‘ expensive, 
difficult and frequently impracticable ’’ to collect the Poor Rates 


from such property. But a special clause, alien to the general purpose 
of the Bill was introduced during its passage through Parliament, 
which said that where the owner instead of the occupier was rated, 


2% Reg. v. Mayor of Bridgnorth, Revised Reports, Vol. 50, p. 334. 
29 41 & 42 Vict. C. 26. 
% 13 & 14 Vict. C. go. 
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and the owner had paid the rates, the occupier was to be entitled 
to all municipal privileges under the 1835 Act to which he would have 
been entitled if he had himself been rated and had paid the rates. 
This therefore secured the municipal vote to the lowest ratepayer if 
he had occupied premises for three years. This Act, which was per- 
missive, was adopted in more than 5,000 parishes.*! But the attitude 
of the overseers in Manchester may not have been unusual. They 
were told by their clerk that if they adopted it 10,000 tenants living 
in houses under £6 rental would be added to the burgess list. This 
would outnumber the existing voters which were 8,000, and it would 
be very unfair to the compounded tenants between £6 and £20 who 
were not on the list. As there were 19,000 assessments below £6, it 
was calculated that more than half these tenants would qualify on 
occupation. The overseers decided that, as by compounding volun- 
tarily and by ordinary methods they were able to collect more than 
half of the rates from this class of property, they would prefer to go 
on as before rather than face the “‘ serious results which are likely 
to arise in all corporate towns from such a class of voters.’’®? 

Nine years later a Select Committee of the House of Lords inquired 
into the operation of this Act. They reported that it had made a great 
change in the 1835 system for, according to them, the Municipal Cor- 
porations Act intended the direct payment of rates by the house- 
holder himself to be a necessary condition of obtaining the vote. They 
found that the Small Tenements Act, as it was called, had been useful 
in collecting rates, but had caused a serious deterioration in the 
character of the electorate. It had admitted the lowest grade of 
voters, Irish immigrants, who were open to bribery by drink and 
breakfasts, and it had introduced bribed canvassers.*8 

A ridiculous position had now arisen. Tenants of compounded 
houses below £6 in the 5,000 parishes which had adopted the Small 
Tenements Act, were expressly entitled to the municipal vote, whereas 
those occupying houses between £6 and £20 whether compounded 
for by legal agreement or by voluntary arrangement, were usually 
omitted from the burgess list. In 1858, therefore, an Act to amend 
the municipal franchise in certain cases** was passed. This said that 
those tenants who were compounded for under the 1819 Act, 1.e., 
those occupying houses between £6 and £20 were also to have the 
municipal franchise. Even now the question was not yet settled. 
Manchester, for instance, had never adopted—legally—either the 
1819 Act or the 1850 Act, and so the 1858 Act was taken not to apply 
to voluntary compounding! There may have been other places that 


31 Poor Rate Assessment and Collection Act, 1869, by Hugh Owen, Junior. 
32 Churchwardens and Overseers Board Book, January 3rd, 1851. 

33 British Parliamentary Papers, 1859. 

% 21. & 22 Vict. C. 43. 
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were equally determined to keep the franchise as high as possible, 
and they were successful for another eleven years. 


In 1869, two Acts were passed which affected the municipal 
franchise. The Act* to shorten the term of residence as a qualification 
for the municipal franchise reduced the period of occupancy from 
three years to one year, thus making it the same as the parliamentary 
qualification. This Act also gave the municipal vote to single or 
widowed women, if they fulfilled the necessary qualifications. The 
other Act®* to amend the law with respect to Rating of Occupiers of 
short terms and the making and collecting of the Poor Rate, re-intro- 
duced compounding, which had been abolished in 1867. The upper 
limits were fixed at £20 for London, £13 for Liverpool, £10 in 
Manchester, and £8 for the rest of the country, and there was no 
lower limit. For the first time the overseers were instructed, whether 
or not the rate was compounded for, to enter the occupier’s name in 
the rate book and, ‘‘ such occupier shall be deemed to be duly rated 
for any qualification or franchise as aforesaid.’’ This meant that, for 
the first time the period of occupation of any tenant was known and 
all doubts and difficulties connected with the compounded tenant 
should have disappeared. It was in 1867, it will be remembered, 
that the £10 qualification for a parliamentary vote was abolished by 
Disraeli’s government, and male household suffrage instituted. In 
1870, therefore, the two franchises were brought together and there 
was an excess of municipal over parliamentary voters for the first 
time owing to the inclusion of women. But there seems to have been 
still uncertainty about the compounded tenant, and in the case of 
both the parliamentary and the municipal franchise, they were often 
deprived of their votes. In 1878 a Parliamentary and Municipal 
Registration Act®’ was therefore passed in order to remove all doubts 
about both franchises. The Municipal Corporations Act of 1882% 
consolidated all the previous Acts, and no change was made in the 
conditions of the franchise until 1918°® when the qualifications were 
made of six months’ occupancy as owner or tenant of land or 
premises within the area. This was reduced to three months in 
1926.4 Married women were enfranchised on their husbands’ qualifi- 
cations for premises in which they both reside. Now once more the 
municipal franchise is narrower than the parliamentary, for that has 
become complete adult suffrage. 


In view of the many vicissitudes through which the municipal 


35 32 & 33 Vict. C. 55. 

36 32 & 33 Vict. C. 41. 

37 4 & 42 Vict. C. 26. 

3845 & 46 Vict. C. 50. 

39 7 & 8 Geo. V, C. 64 _ of People Act). 
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franchise has passed during the century, it is interesting to speculate 
upon the intentions of the government in 1835 when they settled the 
qualifications in that Act. Evidently the franchise was meant to be 
wider than the existing parliamentary franchise, but how much wider 
is not clear. Adult suffrage, which was one of the points of the 
Chartist agitation of that time, was held in horror by the Whigs, and 
‘household suffrage ’’ is the term used in connection with the 
Municipal Corporations Act. Was this meant to differ from adult 
suffrage merely by reason of the long period of occupation and of 
rate-paying? Did Lord John Russell think that this alone would 
ensure the electors being the ‘‘ permanent ratepayers,’’ or had he 
some lower limit in mind? His refusal to accept the amendment to 
add ‘‘ Tenement ’’ to ‘‘ House, Warehouse, Counting-house and 
Shop,’’ as a description of the premises to be occupied, suggests that 
he had in his mind a “ class of persons ’’ whom he wished to exclude. 
There is no definition of ‘‘ Tenement ’’ that would confine it to the 
poorest type of house, and many separate cottages were rated below 
£6, but it is perhaps significant that although the 1819 Act refers to 
“* houses, apartments and dwellings ’’ between £20 and £6 rental, the 
1850 Act which extended compounding below £6 was called the “‘Act 
for better assessing and collecting Poor Rates and Highway Rates in 
respect of small Tenements.’’ The term was therefore probably con- 
nected with houses let in single rooms to the poorest families in any 
town. Lord John Russell never intended these people, even if they 
had occupied and paid rates for the requisite period and kept clear 
of the Poor Law, to have votes for the Town Council, so we may 
infer that those that he meant to enfranchise were the occupiers of 
premises between £10 and £6 rental. 

It still remains to explain the failure of the Act to effect this result. 
Although Lord John Russell by referring to the new electors as people 
““ who contribute and directly contribute to the rates,’’ may have 
meant to exclude compounded tenants, neither he, nor Joseph Parkes, 
who was so elated at the prospect of the new franchise, can have had 
any idea of the extent of compounding by voluntary agreements, if 
not by legal ones, nor of the general attitude of overseers to the com- 
position of voting lists. 

When the Act was passed, the question of who should be put on 
the burgess list of each town rested with the overseers. Registration 
was in its infancy, and it was many years before even parliamentary 
lists, which were everywhere considered of much greater importance 
than municipal lists, were complete. Apart from those towns in 
which the Freeman had the right of voting for a Member of Parlia- 
ment, overseers would be inclined to think that as £10 had been fixed 
as the lowest qualification for a parliamentary vote, the House of 
‘Commons had intended that as the limit for the municipal vote as 
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well. In the large towns the vestry meetings and the public meetings 
which passed the Constables Accounts were usually attended by small 
numbers of the ‘‘ respectable inhabitants,’ as the minutes record, 
and the various bodies of Police and Improvement Commissioners 
that had sprung up during the 18th and 19th centuries had, by 1835, 
usually come to be elected on a property qualification. Overseers 
were not accustomed to think of the ordinary working man as one 
who should be given a vote and, where there was no compounding 
agreement little attempt was made even to collect rates from houses 
below £10. In some towns, as in Manchester, houses at £4 Ios. od. 
rental and less were exempted by law from the Police Rate,*! and the 
Poor Law Commissioners reported in 1834 that, throughout the 
country many of the poorer working-class houses were, in fact, 
exempt from the Poor Rate because of the difficulty of collection. 
Even in those areas where this was not the case, and where com- 
pounding agreements were voluntarily made for property below the 
legal limit of £6 as well as up to £20, the overseers would have no 
way of checking the names and periods of occupation of the tenants. 
This would have meant much labour and would hardly have been 
undertaken without much pressure. Burgess lisis were probably made 
up from lists that each collector brought in from his district. He 
would, from memory, write up the names of those who had occupied 
for the necessary three years and paid rates for two and a half, the 
compounded tenants he would only know through the landlord as 
representing so many houses and so much money, and those who 
were living in houses under £10 and were not compounded for, he 
would not consider as possible voters, because they were not Parlia- 
mentary voters. The opinion of the Manchester overseers, when they 
had to decide whether or not to adopt the Act of 1850 by which 
compounded tenants below £6 would be given a vote, was probably 
typical of the general attitude fifteen years earlier to the ordinary 
working man, and to the danger of enfranchising such a “‘ class of 
voters.’’ What, however, is clear, is that there was no uniformity 
of practice in making up burgess lists. The Returns of 1836 giving 
the number of parliamentary and municipal electors for England and 
Wales shows that, although for the country as a whole, there were 
fewer municipal than parliamentary voters, this did not apply to 
every place. A detailed analysis of the two lists with the rate books 
would be necessary in order to find out how the differences arose. 
The fact emerges, however, that owing to a desire for the better 
collection of rates, the intention of the government to enfranchise 
ratepayers somewhat below the £10 qualification substantially failed. 
Nothing was done about it until 1850 when, almost inadvertently, 
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the Small Tenements Act enfranchised the poorest class of occupier, 
namely those below £6 rental. The other compounded tenants, those 
between £6 and £20 had to wait until 1858 for the same rights, and 
neither of these classes, nor those who were under voluntary agree- 
ments like the occupiers in Manchester, were really secure until the 
Act of 1869 insisted upon the names of the occupiers being entered 
in the rate book in all cases. 

Whatever may have been the explanation of the administrative 
failure to implement the franchise sections of the 1835 Act, it is 
curious that there was no contemporary protest when the result 
became known. Why did not Joseph Parkes, in whose own town of 
Birmingham*? no one below a £10 householder was put on the burgess 
list, realise that something had gone wrong? When Cobden, who was 
an Alderman of Manchester, found that the municipal voters of that 
town only numbered 9,000 against 11,000 parliamentary, and that not 
one occupant of a cellar or garret was on the list, why did he do 
nothing? And why did not Francis Place and the radicals in Parlia- 
ment, when the return of 1836 was presented, call for an inquiry? The 
only explanation seems to be that once the Act was passed very little 
further interest was taken in municipal affairs by Members of Parlia- 
ment. The government, after its burst of democratic fervour soon 
returned to the safety of the middle-class vote, and when they intro- 
duced the Irish Corporations Bill of 1839 the franchise was found to 
be the parliamentary one of the £10 householder. In vain the Irish 
members fought for the English municipal franchise.** Increasing 
fear of the Chartists, who were becoming more violent in their 
demands, may also have frightened those who had worked for the 
wider municipal franchise, and the thought of trusting the police forces 
to the control of a large and untried electorate, may have kept them 
from raising the question. 

The Chartists themselves, whose programme included adult 
suffrage and who might have been expected to take up the question, 
were not interested in municipal government, and in many cases were 
actively hostile to the demand for a charter for those towns that 
were not incorporated under the Act. They were entirely occupied 
with the reform of Parliament, and it is perhaps hardly surprising 
that they should have seen no further than their contemporaries into 
the future possibilities of local government. Most of the larger indus- 
trial towns were not incorporated until several years after 1835, and 
even those that gained their charter in 1838, 7.e., Manchester, Birming- 
ham and Bolton, had bodies of Improvement Commissioners that were 
not absorbed by the Councils until later. These bodies still carried on 


& History of the Corporation of Birmingham, by Bunce, Vol. I, p. 295. 
8 Hansard, June 28th, July 4th, 1839. 
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much of the local government work of the time, with the exception of 
the control of the Police, which was automatically transferred to the 
new Corporations. The Surveyors of Highways were also a separate 
body, and so, of course, was the Poor Law, upon which the Chartists 
in so far as they took any interest in local government, directed their 
attention. Throughout the century the fight for popular rights centred 
round the parliamentary franchise, and the municipal franchise which 
was launched on a more democratic basis than the parliamentary, was 
actually beaten in the race towards household suffrage by the latter, 
by two years. 

It is usual to criticise the new town councils on the ground that, 
until recently, they neglected the interests of the working classes and 
spent the rates largely on those services that were demanded by the 
middle classes. There are certainly grounds for such criticism, but 
when we realise that the franchise until 1869 was a middle-class 
franchise, and that it was four years after the grant of household 
suffrage that vote by ballot was introduced, and that it was not 
until 1882, that the property qualification for councillors was abolished, 
we can hardly be surprised if the outlook of the councils was a middle- 
class one. In fact, it is more surprising that, in the early ’forties, 
Manchester, supposed to be the home of laissez-faire took wide powers 
under private Acts to ‘‘ interfere ’’ with the rights of property by 
insisting upon certain sanitary regulations in the building of houses, 
and restrictions on the hours of opening of public houses and the 
sale of spirits to young people. In an article on Local Legislation,“ 
Dr. Gibbon says: ‘‘ It is noteworthy that Manchester, though incor- 
porated as late as 1838, obtained by a local Act of 1844 one of the 
earliest municipal sanitary codes, which was largely followed by the 
General Act of 1848. Manchester, also, by an Act of 1845 was one 
of the first places to be empowered to acquire property for sanitary 
improvements, a power now made general.”’ 
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Central Purchasing Schemes in 
Operation—Local Authorities 


By S. C. Brirp 
Deputy Officer-in-Charge, Central Purchasing Department, 
Birmingham Corporation 


ee 1932 a Committee was set up by the Ministry of Health charged 

with the duty of inquiry and report on the Standardisation and 
Simplification of the Requirements of Local Authorities. Paragraph 7 
of the first report of that Committee, which was published in 1934, 
reads as follows :— 


Purchasing in bulk is the natural corollary to simplification of 
requirements and we think that the most convenient way for local 
authorities to approach the task of simplification is either by setting 
up a Central Purchasing Committee for the buying of various 
classes of goods needed by the Council, or (if this is thought too 
elaborate) by charging the department that is the largest user of 
any article with the duty of dealing with the tenders of all depart- 
ments for that article, which they can then be left to order as 
needed. The primary necessity for the successful introduction and 
smooth working of either of these systems is that the chief officers 
of all the departments affected be taken into consultation, so that 
in drawing up the one common form of tender it can be secured 
that the qualities of goods or materials finally selected are those 
generally acceptable. The reports that we have received from 
local authorities show that simplification of requirements and 
collective purchasing have usually been attained by inter-depart- 
mental co-operation in this way, beginning with a comparatively 
small list of articles which has gradually been extended as the 
advantages of the system become apparent. 

We urge that all appropriate local authorities should consider 
the setting up either of a Central Purchasing Committee or of the 
modified form of the system we have indicated, and we suggest 
that the Minister should continue to press upon local authorities 
the desirability of standardising and simplifying their require- 
ments, and adopting improved methods of purchase. 
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As far as Birmingham is concerned, both recommendations are in 
operation and it may be interesting to trace their development. 

As regards institutions under the control of the City Council, the 
method of purchasing supplies is, in the main, an extension of the 
methods adopted by the former Guardians. 

Prior to 1912, the city was controlled, so far as poor law functions 
were concerned, by the Guardians of the Poor of the Parish of 
Birmingham, and of the Aston and King’s Norton Unions. As from 
the 1st April of that year, these poor law authorities were amalga- 
mated, and the Birmingham Union was formed. As a result of this 
amalgamation there were placed under the control of the Guardians 
of the new union nine institutions having accommodation for nearly 
7,500 patients. 

On the transfer of the functions of the Guardians to the City 
Council in 1930, it was decided that the principle of central pur- 
chasing, as hitherto practised by the Guardians, should be extended 
to embrace all institutions under the control of the Council. 

As a result of the decision referred to, supplies for all departments 
responsible for institutions were incorporated in the system. The 
institutions number over 40, with accommodation for patients and 
staff approximating 16,000. In addition, supplies are also arranged 
for those elementary schools where free meals, approximating 950,000 
per annum, are supplied to necessitous cases. Supplies for over 
30 Welfare Centres, etc., are also arranged. 

Co-ordinated purchasing comes under the purview of the General 
Purposes Committee of the Council, whose terms of reference include 
the following: — 

(a) To be a committee for the purpose of co-ordinating the 
purchase of all goods and stores required by the various 
departments of the Corporation which are common to more 
than one department, and for the standardisation of stores. 

(b) To obtain from the several departments annually, or at such 
other periods as may be fixed, a list of all goods and stores 
usually required for the use of their departments (not being 
special to a particular department) together with full par- 
ticulars of all stocks in hand. 

(c) To authorise and direct the purchase of any particular class 
of goods or stores by a committee of the council through, and 
on behalf of, all committees requiring such class of goods or 
stores. 

Prior to Ist May, 1935, two sub-committees dealt with these 


matters, viz.:— 
(a) A contracts and stores sub-committee dealing with the stores 
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and annual contracts in respect of hardware, drysaltery, 
engineer’s tools and other commodities in which the several 
trading and other departments have occasion to buy exten- 
sively. 

(b) The joint stores purchasing sub-committee dealing with the 
supply of meat, milk, groceries, drapery, drugs and dressings, 
and the various other domestic requirements of the institutions 
under the several committees of the council. 


The clerical and other work for Committee (a) was undertaken 
by an officials’ advisory committee to which reference will shortly be 
made. 

For Committee (b) the work was carried out under the direction 
of the steward of one of the corporation hospitals. 

Since the 1st May, 1935, one sub-committee only, designated the 
General Purposes (Stores and Contracts) Sub-Committee, has been 
responsible for supplies purchased collectively, and a Central Pur- 
chasing Department, as a section of the Town Clerk’s department, 
was set up, the senior official being designated officer-in-charge. This 
department now deals with supplies for the Corporation institutions, 
and during the short time of its existence many additional items which 
were formerly dealt with by individual heads of institutions are now 
purchased centrally. 

The officials’ advisory committee previously referred to is com- 
posed of the chief official, or deputy, of each of the large departments, 
who meet at regular intervals and advise the sub-committee— 


As to the stores and materials that can with advantage be 
collectively purchased (other than domestic requirements of insti- 
tutions) adding to the schedules from time to time as experience 
may suggest. 

Also as to the standardisation of requirements, forms of speci- 
fication and tender for such stores and materials, examination of 
samples of goods of similar character purchased by the various 
departments in order that by an exchange of views and comparison 
of requirements standard samples may be agreed. 


The principal items dealt with by this Committee are petrol, 
cement, electric lamps, wrought iron and steel tubes, uniform 
clothing, etc., and the approximate annual value of the materials 
for which contracts are made totals £300,000. The broad principle 
maintained is that other things being equal the department which is 
substantially the largest buyer of a particular class of stores shall act 
as Corporation buyer for all other departments. For example, petrol 
and uniform clothing are dealt with by the Tramway and Omnibus 
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Department, cement by the Public Works Department, electric lamps 
by the Electric Supply Department, and wrought iron and steel tubes 
by the Gas Department. 

While the saving effected by this arrangement cannot be closely 
estimated, it can, however, be said that in the case of many items, 
as a result of pooling the requirements of all departments, additional 
discounts are obtained. In addition to this, it should be borne in 
mind that the placing of yearly contracts, which is the normal period, 
eliminates a considerable amount of clerical work which would accrue 
during the course of the year if each section dealt on its own. 

As stated, the Central Purchasing Department deals in the main 
with domestic supplies for institutions, but where articles are common 
to both institutions and trading or other departments, and the require- 
ments for institutions are the larger, the department deals with the 
whole of the requirements of the Corporation. Extensions of the 
system are, inter alia, continually being made. 

To illustrate the variety of articles dealt with, the following are 
some of the commodities for which contracts are arranged—meat, fish, 
grocery, milk, bread, flour, wines and spirits, drysaltery, drugs, 
dressings and sundries, textiles, earthenware, clothing, boots and 
shoes, and funerals. Periods of contract vary from three to twelve 
months, the period being largely governed by the possibility of 
market fluctuation. As far as possible the periods are uniform, but 
if the market price of a commodity is unduly high at the time tenders 
are invited, the length of the contract is given careful consideration. 
For example, it will probably be within the reader’s knowledge that 
recently market prices of flour have shown abnormal fluctuations, 
and were we in the market at present a shorter period tender would 
doubtless be issued. 

Supplies of bacon, butter, cheese, eggs, etc., and vegetables are 
bought by weekly tender, this having been found by experience to be 
the best method. The prices tendered for these latter commodities 
are carefully checked by comparison with the market prices pub- 
lished by the Ministry of Agriculture. 

The procedure adopted for the supply of these various articles is 
for a schedule to be forwarded by the officer-in-charge to the institu- 
tions, or departments, giving details of the particular articles and for 
the institutions to insert their estimated requirements. These are then 
collated, and tender forms and schedules, giving the full description 
or specification of articles required, together with the general con- 
ditions of contract, are forwarded to the tenderers. 

The conditions of contract referred to clearly state that deliveries 
are to be made to the institutions named free of charge, and in such 
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quantities as may be ordered from time to time. Certain exceptions 
to the free delivery clause are made, and these will be mentioned later. 

On tenders being returned, they are duly tabulated, and submitted 
for the consideration of the sub-committee. At the same time samples 
of certain items, e.g., cereals, sugar, textiles, soap, etc., are inspected 
by members of the committee and officials, and where necessary by 
the City Analyst. 

Upon the acceptance of prices these are notified, together with 
the name of the contractors and full description of the articles 
accepted to the chief official of each institution, together with samples 
whenever practicable, so that they may be retained for comparison 
with deliveries during the period of contract. The forwarding of 
orders for goods to the various contractors is left to the chief officials 
of institutions, who also have the right of rejecting any delivery 
which in their opinion is not in accordance with the sample, or does 
not conform to specification. 

Rejections or complaints with regard to delivery, etc., are reported 
to each meeting of the sub-committee. The sub-committee always 
gives most careful consideration to such matters, and insists that the 
terms of any contract be strictly complied with. Records are also 
kept for reference when next tenders for the particular items con- 
cerned are being considered. In the event of any serious complaint 
as to quality of supplies of foodstuffs, etc., the question is referred to 
the City Analyst, and his report is taken into consideration when 
dealing with the matter. The Medical Officer of Health also submits 
at each meeting of the sub-committee the City Analyst’s report on 
articles drawn from the various institutions. Constant examination 
is carried out and the commodities are, more or less, taken in rotation. 
The City Analyst assists the committee when required in connection 
with specifications or analyses for certain commodities. This pro- 
cedure has resulted in considerable economies being effected by the 
elimination of certain articles sold under trade names and substitution 
by specification of equal value or merit. 

Latterly it has been found in connection with the large orders the 
sub-committee are able to place, that because of increased competi- 
tion and the fact that the goods supplied are not for re-sale, manu- 
facturers are now quoting direct, thus effecting a considerable saving 
in comparison with the practice previously in operation of purchasing 
through wholesalers. 

In this connection the sub-committee have agreed to the Cor- 
poration paying the cost, or part cost, of carriage for such goods as 
textiles and earthenware, as it was found that manufacturers hesitated 
to tender on account of the varying quantities required to be delivered. 
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These are the exceptions referred to earlier, but it should be stated 
that even when the cost or part cost of carriage is added the ultimate 
charge to the Corporation is less than it would be if the contract was 
placed with a factor. Naturally this can only operate in cases where 
the total quantity of an article or articles is considerable. 

It will probably have been noticed that no reference has been 
made to the issue of advertisements inviting tenders for the supply of 
the various commodities mentioned. The Poor Law Orders which 
were operative prior to the introduction of the Public Assistance 
Order, 1930, required Guardians to issue advertisements for the 
purchase of goods, etc., where the cost was estimated to exceed £100 
(up to 1921 this amount was £50). The Guardians of the Birmingham 
Union were by sanction of the Minister of Health exempted from this 
direction in respect of certain commodities, mainly foodstuffs. The 
system adopted provided for the compilation of a list of manufac- 
turers or factors who were known, from experience, to specialise in 
the class of goods required. This practice has with advantage been 
continued by the Council. Needless to say, the list of contractors is 
frequently added to, and the Corporation by public advertisement 
from time to time, invites suitable firms to make application for 
inclusion in the list. For those articles dealt with by the officials’ 
advisory committee advertisements are duly inserted for each issue 
of tenders. 

The question of standardisation of articles plays a large part in 
central purchasing. Generally speaking, supplies of meat, fish, 
grocery, etc., are common to the various institutions, but the question 
of the standardisation of articles such as crockery, cutlery, laboratory 
equipment, textiles, ward furniture, etc., has received, and is con- 
tinuing to receive, earnest attention with a view to obtaining general 
agreement in this matter. Conferences with head officials of institu- 
tions are held from time to time, and their requirements, which vary 
considerably according to the class of inmate or patient, receive due 
consideration. It may be of interest to point out that in the case of 
crockery alone, it was found that there were from forty to fifty 
different patterns and qualities being used at the institutions controlled 
by the City Council. After the heads of institutions had carefully 
examined this question, they were able to recommend that the number 
of patterns be reduced to two, and the quality to one. It will be 
appreciated that by the adoption of a standard quality throughout 
the whole of the Corporation institutions, a considerable saving is 
effected. Further than this, replacements are more easily obtained, 
due to the fact that there are only two patterns. Competition is also 
more keen than could be the case if certain patterns, which might be 
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the copyright of particular manufacturers, were specified. When the 
standardisation of cutlery was dealt with last year, widely varying 
qualities were found to be in use in the institutions, the prices for one 
article ranging from Ios. to 30s. per dozen. Uniform quality articles 
are now being purchased direct from manufacturers at a considerably 
less total cost. Numerous other similar instances could be mentioned. 

The standardisation of certain textiles has also received careful 
consideration, and a panel of matrons of institutions meets the sub- 
committee from time to time. They were able to recommend that 
for certain articles a better quality would be more suitable for the 
requirements of institutions, both as regards wearing ability and 
general use. These were agreed to by the sub-committee and the 
services of the testing-house of the Manchester Chamber of Commerce 
were utilised in the preparation of standard specifications. 

There are two other phases of bulk purchase operating in the City 
of Birmingham to which reference might be made. They are fuel 
purchases and printing and stationery supplies. With the exception 
of the Gas and Electric Supply Departments who, owing to the special 
character of their requirements, make their own purchases, the 
purchase of fuel for all departments of the Corporation is effected by 
a coal purchasing sub-committee, the work of which is undertaken 
by the Secretary of the Gas Department. The Coal Purchasing Sub- 
Committee consists of the chairman (or other representative nomi- 
nated by him) of the Baths, Education, Electric Supply, Gas, Public 
Assistance, Public Health and Water Committees, with the chairman 
of the Stores and Contracts Sub-Committee. The procedure adopted 
by this sub-committee is similar, in many respects, to that already 
referred to. In the first place, particulars as to the estimated require- 
ment are obtained from each committee for whom coal, etc., is 
purchased, but it is not permitted for any committee or official to 
stipulate fuel from a particular colliery. 

Following the issue of advertisements, tenders are received and 
scheduled, after which the chairman and the secretary in conjunction 
with the chairman and chief officer of each committee concerned, 
consider tenders for their respective institutions, and in due course 
submit a recommendation to the Coal Purchasing Sub-Committee, 
who then make the final decision in regard thereto. 

With regard to printing and stationery, a separate department was 
created in 1882 to deal with the supplies to all Corporation depart- 
ments. The department was under the control of the Finance 
Committee until March, 1936, when by arrangement between that 
Committee and the General Purposes Committee (approved by the 
City Council) the department on the 1st April, 1936, was merged in 
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the Central Purchasing Department. This section of the department 
supplies the requirements of all Corporation Departments, the 
Education Committee, institutions, etc. 


The functions of the Printing and Stationery section are not con- 
fined to the purchasing of goods alone, but include those of storing, 
packing and delivering to Corporation departments, schools, institu- 
tions, etc. This section deals with a large variety of articles, and 
some statistics for the past year are as follows: — 


1. Number of items stocked for About 500. 
supply to Corporation depart- 
ments, schools, etc. 
2. Number of orders on contractors... About 18,000, representing 
nearly 25,000 “‘ jobs.”’ 


3. Number of invoices... si .... About 20,000. 
4. Issues from stock ... ie ... Over 60,000 separate 
eds Nags 


5. Number of printed forms supplied... About 30 millions. 

6. Number of printed books supplied... About 400,000. 

7. Envelopes, cash bags, wages bags, About 16 millions. 
etc. 

8. Paper (various) for office and About 30 million sheets. 
school use. 

9. Books, exercise, drawing, etc. ... 2,500,000 books. 

to. Toilet rolls... ss Ki .-- 100,000. 


The principles of standardisation, simplification and bulk pur- 
chase have been followed for a number of years, and have enabled 
considerable economies to be effected, as bulk orders appeal to 
manufacturers. It will be appreciated that only centralised pur- 
chasing admits of bulk purchase. As an example of economies which 
have been effected it may be stated that in one group of commodities 
where purchases of many kinds of standard or proprietary makes in 
comparatively small quantities of each were formerly made, by 
reducing the number of kinds and purchasing by competitive tenders 
to our own specification, the cost was reduced by not less than 
25 per cent., without reducing the standard of efficiency in any way. 
A revision in respect of certain other lines about four years ago 
resulted in a saving of about £2,000 per annum. Recently, when 
inquiries were made as to prices at which the Department could 
supply printing and stationery to a rate-aided institution, it was found 
that prices at present paid were about 30 per cent. all-round higher 
than the prices at which the goods could be obtained under Corpora- 
tion contracts. 
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Contracts are in the main placed for a period of twelve months, 
but contracts for certain printed matter are tenable from three to 
five years. 

It will be realised that the work is such that to prepare technical 
specifications and to technically examine the goods delivered, it is 
essential that the senior members of the staff at least, must have 
received training in the printing industry, be technically qualified to 
advise as to effective and most economical methods of production, 
etc., and have had a good general experience therein before entering 
the Corporation service. 
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Some of My Problems 


[Paper read at the London Winter Conference of the Institute of 
Public Administration, February, 1936] 
By R. M. Fitmer, M.B.E., B.Sc., F.1.C., 
Victualling Department of the Admiralty 


. describing any of my problems, it seems to me desirable, 
in order that you may see them in proper perspective, that you 
should know that I was trained as an Analytical Chemist and am one 
of four Technical Examining Officers attached to the Victualling 
Department of the Admiralty. 

In brief, this Department is concerned with the supply of food- 
stuffs for the sailor, with the provision of utensils and tableware, 
which we call mess traps, for the preparation, serving and consump- 
tion of meals of every description on board ship, and with the pro- 
vision of clothing for men and, to an appreciable extent, for officers 
as well. 

The problems I propose to describe will be connected with that 
portion of my duty which :quires me to see that the quality of the 
stores delivered for these three purposes is satisfactory, and by 
“* satisfactory ’’ I mean that the goods are pure and of the prescribed 
standard of quality, that they are durable in the case of mess traps 
and clothing and, as regards foodstuffs, that they are capable of 
remaining sound for reasonably long periods even under trying con- 
ditions in H.M. ships. 

In order that a better idea of the nature of the work, as a whole, 
may be gained, I propose to describe, briefly, problems in each of 
these three sections. 

The first concerns— 


The Keeping Property of Coffee 

Coffee is supplied to the Navy in 1-lb. tins, and for many years 
a considerable amount was condemned annually because most coffee 
over six months old was found to possess an unpleasant rancid smell, 
due no doubt to the disintegration of a portion of the fat-like substance 
present in the coffee bean. Since the presence of oxygen is one of 
the chief causes of rancidity in fats, it was thought that an improve- 
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ment in the keeping property might be obtained if the passage of 
air in and out of the tin was made more difficult. 

At the time of which I speak there was no standard for the tightness 
of a hermetically sealed tin, and so a test was devised whereby firms 
tendering were required to supply coffee in tins which would not 
show any signs of leakage (i.e., egress of gas) when held under water 
at 200° F. for two minutes. 

As soon as this test was imposed a curious and unexpected thing 
happened. Tins on delivery were found to be blown (i.e., to be 
under internal pressure) and analysis showed that this was due to 
carbon-dioxide. Subsequent investigations revealed that this gas 
was evolved in appreciable quantities from freshly ground coffee, and 
on more than one occasion when thrusting an opener into a tin I 
have seen gas issue with such violence that I have stood in a shower 
of coffee. Such high internal pressure is naturally objectionable, 
and firms do not now pack coffee too soon after grinding. 

By the institution of this test, condemnations of coffee have been 
reduced to vanishing point, and it is interesting to note that a system 
of packing coffee in an atmosphere of carbon-dioxide has recently 
been adopted commercially, the trade having learned of the beneficial 
effect of this gas upon the keeping properties of coffee. 

The second food problem I propose to describe is concerned with— 


The Quality of Rice 

I should be the last person in the world, you may be sure, to 
decry the value of chemical analysis, but there are some regions in 
the realms of quality where it ceases to have value, and I have chosen 
this particular problem to illustrate this point. 

Some years ago, 80 tons of rice were supplied to a sample which 
had been previously examined and approved. This sample had been 
submitted with four others, the prices ranging from 14s. a cwt. to 
20s. a cwt. When these samples were examined, it was noticed that 
the four of higher value presented practically no differences to the 
untrained eye, but the cheapest could be seen to contain more broken 
grains. This gave the examiner a lead. Several portions of 5 grams 
were weighed out from each sample and the number of particles in 
each counted. The following table gives the average results : — 


Quality. No. of Particles. 
20S. bn _ ra oe 240 
18s. 6d. a dé ive 8 255 
17s. cue seaeee ab. have 270 
15s. paoihings:: evel ep 290 
14s. 320 


The 17s. quality was ; the one approved for purchase. 
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When the delivery came to be tested, the number of particles per 
5 grams was found to average 280, and the supply was therefore 
refused. This led to the following scene between the examiner and 
a top-hatted deputation from the trade:— 


Top-hatted Gentlemen: ‘‘ We have been in the rice trade all our 
lives—we have never had anything happen like this before, 
and the action taken in refusing this parcel is, we consider, 
quite unwarranted.”’ 

Examiner: ‘‘I am quite sure your knowledge of rice must be 
greater than mine, gentlemen, but there is just one thing that 
I can do as well as you, and that is to count 280.”’ 


When the meaning of this remark was made known to them, 
argument ceased, and the outcome was that 1s. per hundredweight 
was deducted from the price and the Crown thereby saved £80. 

It must not be assumed from this example that this mode of 
analysis always works in the same direction. With pearl barley, for 
example, the better the quality, the greater the number of particles 
per 5 grams, all other things being equal. 

As regards mess traps, the first example I propose to take 
concerns— 


The Quality of Tin Plate 


The sailor, as you may imagine, is not exactly light handed where 
pots and pans are concerned, and anything, therefore, that will in- 
crease their durability must be to the good. Two factors making for 
durability in tin plate are, the amount of tin present per square foot 
and the evenness of the tin coating, and these are expressed in the 
trade by such terms as “‘ coke,’’ ‘‘ best coke ’”’ and “‘ charcoal.’’ 

Speaking for the trade as a whole, the amount of tin per square 
foot in each of these three quality grades may be taken to be as 
follows :— 

Tin per square foot 


Designation. taking both sides 
into account. 

Cae * jet dz oe 0.IO OZ. 

“* Best Coke ”’ mee am i 

** Charcoal *””... me i G38; . 


Until a few years ago, ‘‘ charcoal ’’ plate was believed to be the 
best procurable and certainly the best used by the trade for kitchen 
utensils, but in spite of this the mortality rate in pots and pans still 
remained unpleasantly high. 

After close inquiry it was discovered that the tin-plate used for 
such articles as milk churns was made upon an entirely different 
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system, the prepared steel sheets being immersed for an appreciable 
period in a bath of molten tin before being spread with a layer of the 
metal as in the ordinary tin-plate process. This method of manufac- 
ture is known as the ‘‘ Old Staffordshire ’’ process, and by this means 
qualities with tin content ranging from 0.4 oz. to 0.7 0z. per square 
foot are produced. 

The adoption of plate having 0.7 oz. of tin per square foot has 
had a very marked effect upon the wearing and storing qualities of 
articles made from it, and has proved an economic success. Plate 
of this quality possesses the characteristic markings of crocodile skin 
or of lightning on a photographic plate and, although these are not 
to be seen on every part of the plate, they are nevertheless prevalent 
enough to enable an opinion invariably to be formed whether the 
correct plate has been used or not. The usefulness of this distinguish- 
ing feature can hardly be overrated, as it avoids the need for analysis 
and obviates the necessity for the destruction of articles for 
analytical purposes. 

The second problem in the mess traps sphere I propose to describe 
is not yet completely solved. It relates to the— 


Brittleness of Glass 

This objectionable and costly feature is caused, chiefly, by 
improper cooling, or as the trade would say, by bad annealing. 
Unless newly-made glass be slowly and evenly cooled, a state of 
strain will be produced within the fabric of the walls which no subse- 
quent treatment can dispel. 

Unfortunately an article having this defect looks just the same 
as one that is free from it, and the question therefore arises as to 
how it may be detected and gauged. 

Hitherto, the only test for brittleness has been one of a personal 
nature—such as taking a tumbler by the base and tapping the rim 
against a wooden table, but personal tests of this character, from their 
very nature, can never be wholly satisfactory. 

In order to overcome the personal element, an instrument has 
been devised consisting in effect of a I-oz. beechwood ball which can 
swing freely along a given path at the end of an 18-inch cord. By 
releasing the ball at points from 2 inches to 20 inches from the per- 
pendicular an article can be struck by blows of constantly increasing 
force, but the blow at any one distance from the perpendicular will 
be constant. Many details have yet to be worked out regarding 
the point of impact and the severity of the blow each article may 
fairly be expected to withstand, but it can be said that an ordinary 
Navy tumbler struck at a point half an inch below the rim will, if 
properly annealed, easily withstand the blow from a 14-inch swing, 
whilst brittle glass will shatter under an 8-inch swing. 
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Simple though this test is in principle, it nevertheless appears to 
have a useful future before it, and there are already signs that the 
knowledge of its existence is having a beneficial effect. 

I have hopes that by working in conjunction with a school of 
technology in the North, it will be found possible before long either 
to include a test of this character in glass specifications or, at least, 
to have proved it to be of such reliability that the trade will be 
unable to object to its application. 

On the clothing side there are and have been so many problems 
that it is difficult to know which to select. The following will indicate 
their scope :— 

What can be done to prevent gold hat ribbons and badges from 
tarnishing? What is the best method of showerproofing fabrics? What 
causes tackiness in oilskins and how can it be prevented? What are 
the chemical characteristics of good leather? How can piece-dyed 
navy serge be made uniform in shade? 

I propose to touch as briefly as possible upon the first and last 
of these. 


How may Gold Wire be prevented from Tarnishing 


The tarnishing of gold wire is due to the action of air upon the 
metals beneath the surface layer of gold. Silver and copper are used 
most commonly as base metals because they can be drawn out into 
thin wire without snapping. 

The wire is made by enwrapping a block of metal, consisting 
generally of about 92 per cent. silver and 8 per cent. copper, with 
gold leaf until the required percentage of gold is reached. A normal 
quantity is 2.5 per cent. 

Since 1 lb. of gold-enwrapped metal may finally yield 10,000 yards 
of wire, the importance of ductility in the core metals will be realised. 
Such, too, is the marvellous covering effect of the gold that if the 
original lump contains 23 per cent., so, in each inch of the finest wire, 
the same percentage will be found. Unfortunately, with this per- 
centage of gold there are chinks in the golden armour, and it is 
because of these that tarnishing occurs—oxides and sulphides of 
copper and silver being formed in course of time wherever the core 
metals are exposed. 

Until about three years ago the only known practical means of 
improving the tarnish-resisting property of a wire was the somewhat 
expensive one of increasing the gold content. No definite informa- 
tion is available, but it is probable that the gold would need to be 
increased to 5 per cent. to be really effective, and this would increase 
the cost by 30 per cent. 

A practical trial is indeed now being conducted in one of His 
Majesty’s Dominions with the object of ascertaining how much longer 


401 D2 








Public Administration 


5 per cent. gold-covered wire will last than 24 per cent. covered wire, 
but it will probably be necessary to wait another five years before 
any definite information is available. Thanks, however, to the great 
advance made in recent years in the preparation of elastic lacquers, 
a method of spray lacquering the finished article has been devised 
which has yielded remarkable results, and there are good grounds 
for believing that by this simple means at least 40 per cent. will be 
added to the useful life of gold embroideries. 

This estimate is not merely based upon static exposures, but upon 
practical wearing tests under conditions where much bending may be 
expected. For example, one half of the expensive gold-bedecked 
tunic of a drum-major in the Guards was sprayed with lacquer in 
June, 1933, and the other half left plain. When seen at close quarters, 
in June, 1935, the unsprayed half was distinctly the darker, and the 
drum-major expressed the opinion that the unsprayed half would be 
unserviceable within a year. I had the pleasure of seeing this tunic 
in action recently when the regimental colours were being borne along 
the Buckingham Palace Road. In spite of the thrill of the bands and 
the pageantry of the scene, such is the lure of experiment that even as 
I removed my hat I strained to see whether I could discern any 
difference between the two halves of my friénd the drum-major’s 
tunic. 

It may be that the time taken up on such experiments as these 
gives colour to the legend that Government Departmeris take things 
easily. A Yorkshireman who was being shown through the Cheddar 
Gorge was evidently of this opinion. He was gazing into the depths, 
obviously very much impressed. ‘*‘ Do you know,”’ said the guide, 
“‘ it took thousands of years to carve out this great cutting.”’ ‘‘ You 
don’t say so,’’ said the man from the North, ‘‘ By gum, I didn’t 
know this was a Government job!”’ 

But the Navy is of restless mind—always asking why cannot this 
or that be prevented—why cannot this or that be improved? and 
whether the question relates to a boot or to a wine glass—the technical 
officer must put up some answer. 

As regards navy serge, the problem has been to obtain all pieces 
of the same shade. 

When a piece of undyed serge is immersed in an indigo vat, the 
fabric actually feeds upon the dye so that when it is removed the 
solution is left weaker than when the piece went in. 

As it is usual to dye 20 pieces of serge before renewing the vat, 
it follows that when the last piece goes in it has to remain there longer 
in order to acquire the same depth of shade. The experience of years 
has shown that no matter how skilled a dyer may be, it is a practical 
impossibility for him to turn out piece after piece, day after day 
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and week after week, sufficiently alike to enable a jumper from one 
piece to match consistently a pair of trousers made from another 
piece—for that, in practice, is what is required. 

In order to overcome this want of uniformity in shade, the idea 
was conceived of giving the dyer the option of using another dye 
after the pieces came out of the indigo vat. Such dye had to possess 
the property of not affecting or being affected by indigo, of being 
non-fugitive to light, and, most difficult of all, of being determinable 
as regards the amount used. 

A dye satisfying these requirements was found ultimately, and 
firms are now permitted to top their serges with not more than 0.5 per 
cent. of Erio-fast-purple A. They need not use any, they may not 
use more. This topping agent is a concession to the dyer for toning 
purposes, and by its means a marked improvement in evenness of 
shade has been effected. 

How poorly do the names of these new and often beautiful dyes 
compare with the old ones? This is amusingly shown in some verses 
supposed to be written by a modern dyer concerning his lady love. 
They are too long to quote in full, but they begin thus :— 


“‘ My darling girl is kind and true 
I simply love her eyes of—Alizarine Delphinol. 
Her dress, the daintiest ever seen, 
Is of the palest shade of—Gallocyanine B.D. Paste.’’ 


and so he proceeds, concluding, as also I will conclude, with the 
words :— 

‘“* And so it seemed to me but right 
To set this down in Nigrosene G and White.”’ 











A Survey of Soviet Finance 


By MarGareT S. MILLER, M.A., B.Com., Ph.D. 
[Address to the Institute, March, 1936] 


Fh official attitude towards finance in the U.S.S.R. has passed 
through several different phases since the accession to power 
of the Soviet Government in 1917. During the early period of Soviet 
tule, the logical application of Communist principles resulted in a 
negative attitude towards finance. It was held that money, and all 
the relationships inherent in a money economy, were relics of the 
capitalist system, and were consequently doomed to destruction under 
the new era of Communism. Until 1921, therefore, no effort was 
made to prevent the entire collapse of the financial system under the 
stress of prolonged civil war and growing economic dislocation. The 
State Budget disappeared, as did the banking system, taxes ceased 
to be collected, and the value of the currency itself dwindled steadily 
under successive waves of inflation. The laws of demand and supply 
ceased to operate in economic life, and gradually the whole country 
reverted to a system of natural economy, in which the moneyless 
distribution of goods and services replaced the open market and the 
working of the price economy. 

The application of these theories of pure Communism, combined 
with the shattering effects of the prolonged civil war and the disastrous 
famine of 1920, reduced the country to the verge of complete collapse, 
to avert which Lenin in 1921 introduced the New Economic Policy. 
This marked the abandonment of the earlier attempt at complete 
socialisation, the State retaining control of only the ‘‘ commanding 
heights ’’ of the national economy, as, for example, transport, the 
heavy industries, foreign trade, while other activities were released 
into private hands. This volte-face in policy necessarily involved the 
reconstitution of a financial system. The State Bank (Gosbank) was 
re-established, to be followed in rapid succession by the Industrial 
Bank (Prombank), the Co-operative Bank (Vsekobank), the Bank 
for Foreign Trade (Vneshtorgbank), the Agricultural Bank (Selkhoz- 
bank) and the Central Municipal Bank (Tsekombank). A system of 
taxation was again built up, and a State Budget was once more 
established, limited at first to monthly and quarterly statements, but 
emerging in 1925-26 as a stable annual budget. Soviet currency was 
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replaced on a firm foundation by a succession of currency reforms. 
In 1922 the State Bank was given the right to issue new bank notes 
in denominations ranging from 1 to 50 chervonetz roubles on condition 
that the notes so issued were covered as follows: 25 per cent. by 
precious metals and stable foreign currency at its exchange rate in 
gold, and 75 per cent. by easily realisable commodities, short-term 
bills of exchange and other short-term bonds. The reform was com- 
pleted in 1924 by withdrawing the old discredited ‘‘ money tokens ”’ 
from circulation and replacing them by new Treasury notes and silver 
and copper coin. The new Treasury notes were freely convertible 
with the chervonetz bank notes at the rate of one chervonetz to ten 
gold roubles. 

The period of truce between Communism and Capitalism came to 
an end in 1928, with the inauguration of the first of Soviet Russia’s 
Five-Year Plans, and the Government set its feet anew on the path 
of socialisation from which it had temporarily deviated in 1921. The 
Plans involved the accumulation of enormous sums of money and 
their investment in the industrialisation of the country and in the 
collectivisation of agriculture. They also involved the ruthless 
elimination of private enterprise in every sphere of the national life 
and its replacement by State control exercised through the planning 
system, a process which rapidly converted Soviet Russia into one 
vast business concern. This necessitated drastic changes in the 
realm of finance, since the financial structure which had been evolved 
to meet the needs of the New Economic Policy, was quite unsuited 
to the requirements of a fully socialised system. 

Taxation, for example, had been developed during the preceding 
period when private enterprise played a considerable part in economic 
life. It was therefore a complicated system, with as many as 70 
different imposts in force, including the industrial tax, the income 
tax, the agricultural tax, excise duties, stamp duties, death duties, 
a tax on urban land and so on. The main features of the reforms 
introduced in 1928 and later years were the reduction of the number 
of taxes in force and the marked simplification of the whole system. 
The process of simplification was specially noteworthy with regard to 
the industrial tax, which was, and still remains, by far the most 
important tax from the point of view of revenue, all the different 
levies on industrial.goods being merged in the single tax on turnover.? 

The banking system was also subjected to revision in order to 
bring it into line with the new conditions, the spheres of activity of 
the different banks being more clearly defined than they had been 
before. The granting of short-term credit was separated from the 


1 For a detailed study of taxation see articles by M. S. Miller in The Slavonic Review, 
June and December, 1925, March, 1927, and December, 1931. 
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granting of long-term credit, and was concentrated in the hands of 
the State Bank and its branches. Long-term credit was to be dis- 
pensed by four institutions under the control of the Commissariat of 
Finance (Narkomfin), viz., the Industrial Bank, the Co-operative 
Bank, the Agricultural Bank and the Central.Municipal Bank. 

The dispensing of short-term funds to industry revealed a par- 
ticularly knotty problem with which the authorities in the U.S.S.R. 
had to deal during this transition period, that of combining complete 
State control at the top of the economic structure with the exercise 
of individual initiative at its lower levels. Planning was gradually 
replacing the profit motive in every section of the country’s economic 
life, and it was claimed that this would ensure the most rational 
utilisation of the country’s resources. Its practical application, how- 
ever, revealed the difficulty of maintaining a sufficiently high standard 
of efficiency in the individual economic unit, once the automatic 
penalty for default provided by the operation of the profit motive was 
withdrawn. 

Various decrees on Credit Reform passed from 1930 onwards 
represented successive efforts on the part of the Government to find 
a substitute for this automatic penalty, partly in the direction of in- 
creasing control from the side of the bank, partly in the reintroduction 
of personal interest and responsibility in the handling of business 
funds. 

The first of these decrees was promulgated in January, 1930, and 
aimed at destroying commercial credit, until that date the main 
regulator of business relationships. It also transformed the State 
Bank into the principal organ of control over industrial processes, 
with a view to ensuring the fulfilment of the State Plan. The 
industrial-financial plan (promfinplan) of each business enterprise 
was taken to be the fundamental document in regulating credit trans- 
actions. Each business unit was brought into direct contact with the 
State Bank by opening with it a single current account (conto- 
corrento). Through this account all the transactions of the business 
unit wih other units were conducted, within the ‘‘ credit limit’’ laid 
down for the particular enterprise according to the planned estimates 
for the year. Business affairs, therefore, lay open to the daily inspec- 
tion of the bank, which would immediately notice, and take steps to 
have rectified, any infringement of the Plan on the part of its clients. 
This daily inspection was reinforced by periodic reports which clients 
had to submit as to the fulfilment of their respective plans. 

In practice, however, the decree of January, 1930, did not fulfil 
the expectations of its authors, and the undue concentration on 
planning necessarily introduced by its operation, led to a serious dis- 
integration of business relationships. An immediate result of the 
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practical working of the decree was to introduce the principle of 
‘‘ automatic payment ”’ into business accounts. A supplier of goods 
had only to present to the State Bank documentary proof of the 
despatch of a consignment of goods, in order to have his single 
current account immediately credited with the amount due on the 
transaction, whether or not the goods in question were acceptable 
to the receiver thereof. This absence of effective control from the 
side of the consumer soon made itself felt in a progressive deteriora- 
tion in the quality of the goods supplied. On the part of the supplier, 
“automatic payment ”’ inevitably led to a feeling of irresponsibility 
and carelessness with regard to financial matters, which reacted un- 
favourably upon administrative efficiency in business. Since a 
manager of a business concern was no longer allowed to have any 
control over the financial processes connected with that concern, he 
naturally ceased to have any interest in them. When this lack of 
interest led, as it inevitably did, to a steady lowering of efficiency and 
the slowing down of the whole process of production, industrialists 
met the situation, not by instituting economies and improvements, 
but by demanding additional credits from the State Bank, in order to 
fulfil the tasks laid upon them by the State Plan. 

This process of demoralisation in economic relationships was 
arrested by further decrees in January and March, 1931, which came 
into effect in May, 1931, and which introduced a régime of drastic 
control and discipline. It was laid down that all socialised under- 
takings had henceforth to express their obligations towards each other 
under the Plan in the form of definite contracts, the conditions of 
which were to be clearly drawn up and rigidly enforced. Consumers’ 
control was introduced by the provision that the supplier’s account 
was only to be credited after the receiver of the goods had signified 
his willingness to accept the consignment, this acceptance being 
subject to his right of examining the goods and satisfying himself 
that they conformed to contract in respect of quantity, quality, price, 
assortment and so on. An elaborate system of fines and other 
penalties was established for any breach of contract committed by 
either supplier or receiver of goods. It was thus hoped to reintroduce 
into the relationships between business units the elements of responsi- 
bility for results and individual interest in work which had been under- 
mined during the previous year. 

The State Bank’s control over economic processes was very con- 
siderably reinforced in various ways. ‘‘ Automatic payment’”’ of 
accounts disappeared, and it was further laid down that business 
enterprises were to be confined strictly within the credit limits estab- 
lished for them. by their industrial-financial plan. Any concern 
exceeding these limits would no longer be allowed to apply for 
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additional credits; on the contrary it would find that the State Bank 
would simply close the single current account of the enterprise, and 
drive it to an energetic mobilisation of its own internal resources, 
in order to meet current expenditure on raw materials, payment of 
wages and so on. Previously, business units had received bank 
credit on the basis of their Plan alone; now they were required to 
bring to the Bank not only their Plan, but also the contracts bearing 
witness to the actual fulfilment of that Plan, and it was on the basis 
of these contracts that credit was actually granted. The essence of 
this change, from the point of view of the State Bank and its control 
over its clients was, therefore, that credit was to be granted after the 
fulfilment of the Plan by the client, and not before. 

The decrees of January and March were to a certain extent satis- 
factory in their results. They did, for example, succeed in restoring 
a sense of economic and financial responsibility in the business unit; 
they also strengthened mutual interest and interdependence between 
business concerns. But as in the case of the 1930 reform, experience 
revealed a series of defects in their practical working. Contracts 
did not, as had been hoped, become a weapon of mutual control 
between the business units operating under the control of the State 
planning system. On the contrary, they became a purely formal 
method of obtaining bank credit, without any guarantee that the con- 
tract would be duly implemented after it had been drawn up. Enter- 
prises indulged in a ‘‘ mutual amnesty,”’ refraining from enforcing 
their contract rights in case of breach, and thus destroying the whole 
basis of the contract system. 

To remedy this new threat to the successful working of the credit 
reform, the decree of July, 1931, concentrated on the vexed question 
of depersonalisation (obezlichka) in the utilisation of financial 
resources. It was felt to be essential to reconcile State control of 
industrial financing through the planning system, with a degree of 
autonomy in the handling of funds within the individual business unit 
sufficient to ensure a more satisfactory level of business efficiency. 
This involved a further change in the relationships between the State 
Bank and its clients. While the State Bank retained complete control 
over all sums required for capital construction in industry and for the 
satisfaction of seasonal needs and other temporary requirements, 
each business unit was given sufficient circulating capital to provide 
for the normal needs of production, at the rate specified in the Plan. 
The business unit was placed upon a basis of complete independence 
with regard to the handling of these funds, and was made entirely 
responsible for their care. 

While these changes were taking place in the general structure of 
finance, the price system was passing through a period of confusion. 
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Economic developments in industry and agriculture could only be 
financed by the population as a whole “‘ tightening its belt ’’ and 
doing without all luxuries and even some of the necessities of life. 
The Government therefore introduced a comprehensive scheme of 
rationing, to ensure that the necessary sacrifices were shared out as 
equitably as possible. The population was divided into various 
classes, manual workers, office workers, ‘‘ specialists,’ and to them 
rations of essential foodstuffs were allotted in varying proportions. 
This involved the setting up of various special stores where the 
rationed goods were bought, and created several different price levels. 
Rationed goods were sold at low prices in the ordinary State co- 
operative stores, and at somewhat higher prices in the “‘ closed ”’ 
co-operatives where only certain members of the public were allowed 
to shop. Goods could be bought without ration cards in the “‘ com- 
mercial ’’’ shops and also in the open market, where prices were 
fantastically high, but where many commodities could be obtained 
which were not available elsewhere. Finally there were the 
‘“ Torgsin ’’ stores. Here many foodstuffs and other commodities 
could be bought, at quite reasonable prices, but only with foreign 
currency. 

During this period, therefore, the rouble rapidly ceased to have 
a definite meaning, and acquired different values in the hands of 
different holders, according to their grade in the rationing system. 
Money ceased to be the sole method of stimulating the productivity 
of labour, and was used along with payments in kind, through the 
rationing system. 

The abolition of rationing in 1935 brought the period of transition 
to a close, and Soviet finance has now entered upon its true functions 
in a completely socialised economy. De-rationing was carried out in 
several stages. At the beginning of 1935 bread was de-rationed, in 
October, 1935, de-rationing was extended to all other important food- 
stuffs, and at the beginning of 1936 all industrial commodities began 
to be sold without restriction. Shortly afterwards the Torgsin stores 
were abolished and became part of the general trading system of the 
country. Simultaneously prices were unified by lowering prices in 
the commercial shops and raising them in the co-operative stores. 
Once again the rouble began to have a definite and uniform meaning 
throughout the country. The dual system of stimulating labour 
productivity disappeared, and was replaced by one motive only, that 
of money. 

The process of de-rationing involved numerous and serious re- 
adjustments in the realm of finance, in wage-rates, prices, outstanding 
bank credit, the valuation of stocks. But it has not affected the 
general principles upon which prices are fixed in the U.S.S.R., these 
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principles remaining, as before, closely related to the working of the 
planning system. 

The actual machinery by which the planned economic life of the 
U.S.S.R. moves is now familiar to most readers. The whole field of 
operations is under the survey of the State Planning Commission 
(Gosplan), and separate Commissariats deal with different sections 
of economic activity. Industry, which is practically all State-con- 
trolled, has four Commissariats, for Heavy Industry, Light Industry, 
Timber and Foodstuffs, each of which organises the appropriate trusts 
and individual factories working under its supervision. These Com- 
missariats control the whole of large-scale industry of national 
importance, and also supervise local industries, through corresponding 
Commissariats set up in the seven Republics which make up the 
U.S.S.R. Thus in 1935 the Commissariat for Heavy Industry alone 
controlled 2,380 industrial enterprises and mines. The Commissariat 
of Finance controls the system of banking and credit institutions, the 
Commissariat of Internal Trade and ‘‘Centrosoyuz’”’ run the network 
of State and co-operative shops through which goods reach the final 
consumer; transport and trade are similarly organised and equally 
closely held in the hands of the State. Agriculture is coming in- 
creasingly under State control as the individual peasant is replaced 
by the collective farm. 

The first step in the price-fixing process is really taken when the 
Government lays down, at the beginning of each five-year period, the 
broad lines on which the national resources are to be developed and 
distributed. It remains for the various planning and controlling bodies 
to work out detailed figures of production and costs at the various 
stages of the productive process. The Steel Trust, for example, is 
instructed that under the Plan for 1935 it has to turn out so many 
tons of steel at a given total cost. This information enables the Price- 
fixing Commission, which is attached to Gosplan and works in close 
collaboration with the Commissariat for Internal Trade, to establish 
the price at which the selling organisation attached to the trust will 
take over the output of all the constituent factories of the trust, the 
price being calculated to cover the average planned costs of these 
factories for wages, insurance funds, raw materials. An allowance 
is then added to cover selling costs, and another allowance for the 
turnover tax which has to be paid to the Government, and at this 
final price the steel products are passed on to the industries which 
are to use them. The same principle is applied throughout the entire 
range of the productive system. When commodities reach the sphere 
of distribution the Price-fixing Commission does not fix a definite 


1 Acknowledgment is due to the British Russian Outlook, in whose pages the 
following brief analysis of the price structure has already appeared. 
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selling price, but permits the distributing organs to cover their costs 
by adding a certain percentage to the price at which they obtain the 
goods. 


Since State control is predominant throughout the whole field of 
economic activity, the Government has the power to decide what 
proportion of the national resources shall be devoted to capital con- 
struction, and what proportion to the production of goods for final 
consumption, with the settlement of appropriate costs at each stage 
of the process. The margin of private enterprise in industry and 
agriculture is too small to affect the issue to any appreciable extent. 
The Plan decides what the volume of consumable goods shall be. 
It also lays down the amount of the total wages fund, made up of 
wages paid to workers producing capital goods as well as those pro- 
ducing consumption goods. It knows what proportion of these wages 
will be absorbed in ‘‘ non-commodity ’’ outgoings such as rent, 
taxation, subscriptions to State loans. What is left over when these 
deductions have been made forms the ‘‘ consumers’ fund ”’ which 
is available for the purchase of consumable commodities. The price 
level is, therefore, roughly determined by dividing this ‘‘ consumers’ 
fund ’’ by the amount of consumption goods. 


The State’s control over agricultural prices is not quite so close 
as in the case of industry, but it is very far-reaching, particularly 
as the spread of collectivisation has reduced the output from 
individual peasant farms to a negligible proportion of the total. 
Collective farms now have their production plans to fulfil just as 
factories have, and the State appropriates a proportion of their 
output, varying from 30 to 50 per cent. of the total, at low fixed prices. 
Before de-rationing was carried out the peasant was free to sell the 
remainder either to State and co-operative organisations at moderate 
prices, or to dispose of it on the open market at much higher prices. 
He knew, however, that by adopting the former procedure he would 
acquire the right to buy industrial goods in the State shops at 
specially low prices, whereas if he sold exclusively on the open market 
he would have no such privilege, and would have to satisfy his needs 
for consumable commodities by purchasing them on the open market 
at much higher prices. This whole system tended to keep the peasant 
within the orbit of State trade by rendering it more profitable for 
him to sell to State or co-operative bodies than to market his produce 
elesewhere. Price unification has made no fundamental change in 
this situation, except that it has imposed upon the Government the 
need to make special efforts, in conjunction with Centrosoyuz, to 
maintain adequate stocks of industrial goods in the village shops, 
so that the peasant shall have a sufficient inducement to increase his 
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output, and thus have a satisfactory margin over the amount appro- 
priated by the Government, with which to satisfy his requirements for 
consumable commodities. The State’s complete control over industry 
thus enables it to exercise a powerful indirect influence over the agri- 
cultural situation as well. 


The Budget for 1936 is particularly interesting as being the first 
Budget to appear under completely socialised conditions, with the 
complicating factor of rationing swept out of the way, the price level 
unified, and the financial machine functioning as, presumably, it is 
meant to function for an indefinite period in the future. Its general 
structure shows that in Soviet Russia the State Budget has become 
a channel through which the financial resources of the country are 
mobilised for the fulfilment of the Plan. It represents an attempt 
at combining the whole economic life of Russia into one vast business 
unit, and presenting a revenue account showing the results of the 
activities of that business. Summarised totals of the Budget are as 
follows, in thousand roubles :— 


REVENUE 


A. Revenues of Socialised Economy— 


1. Turnover Tax gs y 5h is 5 ad ots .. 62,690,000 
2. Profit Tax ¥r - bis - = 6 “tt - 3,188,310 
3. Income Tax and other taxes from enterprises and organisations .. 798,520 
4. Returns from State Social Insurance for Social and Cultural 
Measures mt Ee oh a5 i ay as i5 3,150,000 
5. Returns from Investments in State Loans of free funds of 
industriai and banking organisations... is a ae I,200,000 
6. Other Incomes of Socialised Economy ae be ie zs 92,000 
Total Revenue from Socialised Economy .. <3 6 is2I6, 750 


B. Revenues from Loans, Taxes and Assessments— 
1. From the Realisation of State Loans among the 


population os Ms a os Ps BS 3,950,000 
2. Taxes and Assessments .. ey Se He ye 2,130,080 
Total Revenue from Loans, Taxes and Assessments 6,080,080 


C. Other Revenues— 


1. Customs Duties .. is “ - os 820,000 

2. Revenues from the Mint es sf £ 5h 20,000 

3. Miscellaneous Revenues ss 2% ¥ wie 676,118 
Total Other Revenues ‘5 io 1,516,118 
Total Revenues ™ ae = 78,715,028 


412 

















A Survey of Soviet Finance 


EXPENDITURE 
A. National Economy— 
1. Industry... ee ba Se ne 36 .. 14,076,110 
2. Agriculture A? Ws i is 4 - 7,700,691 
3. Transport .. 7,907,450 
4. State Trading, Supply “and Agricultural ‘Produce 
Collecting Organisations .. 4,443,060 
5. People’s Commissariat for Foreign Trade 5 od 52,500 
6. Council for Labour and Defence ‘ ie ro 592,500 
7. Moscow Underground .. 311,500 
8. Unified Hydrometeorological Service ‘of the ‘USS. R. 68,900 
g. Other Expenditure on National Economy .. o% 1,430,790 
Total Expenditure on National Economy 37,583,501 
B. Social and Cultural Measures— 
1. Education .. se 6 ae die ss ie 4,918,073 
2. Public Health si ‘gy a i Pe i 1,472,191 
3. Physical Culture zie Fe 29,188 
4. Social Insurance and Labour Protection ae a 90,018 
Total for Social and Cultural Measures .. 6,509,470 
C. People’s Commissariat for Defence... “a si .. 14,815,500 
D. », Home Affairs Me i Si 2,110,900 
i, Expenditure on Administration .. ne a os ix 970,902 
FE. », State Loans “ ie Pye “ae 2,701,529 
G. Accounts with Long-Term Credit Banks ae 3 265,000 
H. Reserve Funds of the Council of ae s Commissars Ss 857,200 
I. Other Expenditure esa sia sb 444,542 
J. Funds to be Transferred to Local “Budgets 5 ae -- 12,456,484 
Total Expenditure... Ey .. 78,715,028 


It is extremely striking that this year approximately go per cent. 
of the total Budget revenues are derived from the working of the 
State economic machine. The tax on turnover alone accounts for 
80 per cent., the remainder being derived from the tax on profits, 
income tax from enterprises and organisations, investments in State 
loans from the free resources of industrial and banking organisations 
and other items. 

The remaining ten per cent. of the revenue is derived from the 
realisation of State loans among the population, the agricultural tax, 
special assessments in town and country for housing and cultural 
construction, customs duties, and other miscellaneous revenues. 

Almost half of this year’s expenditure is devoted to financing the 
national economy, 8 per cent. goes to social-cultural work such as 
education and health, while 19 per cent. is devoted to the needs of 
defence. This latter figure has risen rapidly in late years owing to 
Russia’s fear of aggression from Japan in the East and Germany in 
the West. Some 16 per cent. of the expenditure is accounted for by 
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funds which are to be transferred to Local Budgets. There are seven 
separate Republics making up the U.S.S.R., and each has its own 
Budget, the whole being incorporated in the All-Union Budget. 
There is clearly marked division of function between the All-Union 
Budget and the Local Budgets, the former dealing with the financing 
of economic development and with defence, while the latter covers 
educational and health measures and economic enterprises of purely 
local importance. 

The preceding survey will have failed in its purpose if it has not 
made it clear that finance in the U.S.S.R. bears few resemblances to 
finance in capitalist countries. It is, therefore, impossible to attempt 
any direct comparison between the Soviet Budget and the Budget as 
drawn up in Great Britain, for the former contains a great many items 
which do not appear in our Budget at all. The Soviet Budget, as has 
already been stressed, resembles the revenue account of a huge 
business concern. 

This last sentence gives the key to an understanding of money and 
finance in the U.S.S.R. The interests of the production side of 
economic life are predominant, finance is definitely made a means to 
an end, and is never allowed to be considered an end in itself. 
Further, it has to be borne in mind, that Russia’s fundamental task 
at present is to build up a system of socialised ownership and control 
which can only function efficiently in the long run if everyone, 
workers and managers alike, learns to be as careful in handling State 
funds and State property as he would be if they were his own. If 
this new morality can be successfully developed then the new system 
will be successful, if it cannot, then the system is doomed to failure. 

State revenues do not flow in automatically. On the contrary, the 
Commissariat of Finance finds it necessary to employ 6,500 inspectors, 
whose work it is to inculcate this new morality among the population 
and to ensure that the enormous revenues owing to the State are 
promptly and fully collected. It seems surprising that there should 
be any reluctance to pay taxes under a socialised system. But for 
years past the Finance Minister in his annual Budget speeches has cited 
cases of such reluctance, referring to factories which concealed the 
true amount of their turnover so as to lessen their liability to turn- 
over tax, others which ‘‘ cooked ”’ their accounts with the same end 
in view, others which delayed payment of their dues to the State 
until the last possible moment. 

The explanation of this state of affairs is to be found partly in the 
low level of financial and accounting work inside the economic units, 
which makes it difficult for them to ascertain with accuracy their 
actual turnover and profits. This will only be righted as the educa- 
tional machine produces a more adequate supply of skilled accountants 
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and statisticians. Apart from this chronic shortage of skilled workers, 
the fault lies largely with the mental attitude of the average business 
manager. He is apt to think first of immediate business needs that 
touch him nearly, such as the payment of wages, the purchase of 
materials. ‘‘ The State can wait,’’ he says in effect, “‘ it is wealthy 
and powerful, and will never miss my small contribution,’’ forgetting 
entirely that the wealth and power of the State are built up on 
hundreds and thousands of just such small contributions and are 
rapidly undermined if these are not forthcoming. 

This position is improving each year, but constant vigilance is 
evidently required, as is shown by the fact that the number of financial 
inspectors employed has risen from 2,000 in 1933 to 6,500 in the 
current year. 

The inculcation of the new morality is equally important on the 
expenditure side of the balance sheet. Enormous sums are devoted 
to economic construction each year, and it is vitally important to 
ensure not only that every rouble is well spent, but that it is spent 
in accordance with the instructions laid down in the Plan. Reference 
has already been made to the system of ‘“‘ financial discipline ’’ or 
“* control by the rouble ’’ exercised through the banks. Long-term 
credit is dispensed, as has been said earlier, by the Industrial Bank, 
the Agricultural Bank, the Communal Bank and the Co-operative 
Bank, which are under the direct supervision of the Commissariat of 
Finance, while short-term funds flow through the State Bank and its 
numerous branches. In both cases it is the duty of the bank to watch 
the day-to-day utilisation of financial resources, judge whether or not 
the given enterprise is fulfilling its plan, and draw immediate attention 
to any lapse. It is the rédle of the financial organ to diagnose, not to 
cure. If, for example, a steel works fails to fulfil its plan, and this 
becomes apparent in its accounts with the bank, the duty of the bank 
is confined to revealing the fact of the failure. The Commissariat of 
Heavy Industry would, in this case, be the appropriate organ to 
investigate the failure and discover its causes. The duty of the bank, 
therefore, becomes twofold: (a) it acts as a book-keeping centre for 
its clients; and (0b) it acts as an instrument of State supervision and 
control to ensure that clients fulfil the industrial-financial plan laid 
down for them. 

In addition to this system of control, incessant propaganda is 
carried on through the Press and by other means, with the idea of 
making both manual and executive workers ‘“‘ finance conscious,”’ 
and impressing upon them the need for financial rectitude and 
economy as well as for productive efficiency. 

Soviet finance, with a history of less than twenty years behind it, 
has passed through many and varied phases in its development. It 
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has now left far behind the ideas of a ‘‘ moneyless economy ”’ that 
dominated the early days of the Revolution, and finance is firmly 
established as the regulator and controller of economic processes, 
always, of course, subject to the ultimate authority of the Plan, as 
laid down by the central powers. Official circles still cherish the hope 
that one day, when Communism is fully established, money will be 
abolished, and the Communist slogan will be realised in practice, 
“* From each according to his abilities, to each according to his needs.”’ 
But that day is so far distant, that, for the present, it may safely be 
ignored. 
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Public Corporations and Business 
Enter prise 


By Professor MARSHALL E. Dimock, Ph.D. 
[A Divisional Lecture delivered at the University of Chicago on 
14th February, 1936, in a series entitled ‘‘ The Shifting 
Borderline Between Business and Government ’’ | 


B aapsioins is a broad middle ground between unregulated private 
enterprise and old-style socialism. This is one of the most 
significant social discoveries of recent years. As a consequence, much 
less has been heard about the theoretical advantages or disadvantages 
of one as compared with the other. Instead, the attention of scholars 
is turning to various forms of ownership, organisation, and manage- 
ment of those economic enterprises which vitally affect the public 
interest. 

Capitalism and collectivism have found a common meeting place 
in the great corporation. The borderline between private enterprise 
and government operation has been occupied by the public pro- 
prietary corporation, the public utility trust, and the mixed under- 
taking. All of these methods of supplying economic services make 
use of the familiar symbol of business enterprise, the corporation. 
Commenting upon how significantly capitalism and collectivism meet 
in the great corporation, Stuart Chase has said: ‘‘ Administratively 
it is becoming increasingly difficult to tell one from the other. All the 
old arguments dissolve in this new compound. Capitalism has been 
socialising its forms through the great corporation; collectivism has 
been adopting and adapting this most characteristic of capitalist 
institutions.”’ 

The most prominent extensions of governmental activity in our 
times have been in the direction of greater control over economic 
processes. These policies have taken a variety of forms-—encourage- 
ment of trade associations, regulation of monopolies, planning of 
economic processes, and the operation of public businesses. In some 
cases these borderline enterprises are completely owned by the 
government; in still other cases they are owned only in part by public 
authorities; while in many well-known instances the government has 
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no ownership whatever, but merely appoints directing trustees to 
represent the non-voting stockholders, the employees, the govern- 
ment, and the consumers. 

Increased administrative efficiency has been one of the principal 
reasons for the extension of governmental participation in the pro- 
vision of economic services. This efficiency is due in no small 
measure to the use by borderline agencies of those instruments and 
methods which private enterprise has found most effective. Moderate 
left-wing parties have been more concerned with the perfection of 
adequate methods of supplying fundamental wants, than with 
complete socialisation which might fumble the ball because the 
organisation and teamwork were not ready. 

In the long run it has been practical considerations of competence 
which have usually determined whether an enterprise should remain 
private or whether it should be public. When there is widespread 
consumer dissatisfaction with the service or charges of a regulated 
private monopoly, and when the municipal or state administration 
has proved generally efficient and progressive, a change to public 
ownership eventually takes place. The widespread character of 
municipal ownership outside of the United States is not so much a 
reflection of socialist theory, as it is confidence in the records of local 
government. 

The most recent extensions of governmental trading have been 
predominantly national rather than local. One immediately thinks 
of such examples as the National Grid system of Great Britain and 
the Tennessee Valley Authority in this country. When private 
monopolies were mostly local, municipal ownership was the result. 
Now that so many monopolies and trusts cover the entire country, 
governmental action becomes effective only when the largest unit of 
government responds to the public demand for protection or service. 
Big business means big government. Orthodox economists are 
beginning to say that so long as competition and the free market 
system seemingly cannot control all of the production process, it 
seems to be best for the government to take over and operate 
monopolies and trusts in order that the rest of the economic system 
may run true to form and without governmental intervention. 

Whenever an economic enterprise grows beyond a certain point, 
it is faced with the problems of bureaucracy. The economists’ chief 
concern is with inflexibility of price, while the béte noire of the public 
administrator is inflexibility of management. Many an executive of 
a nation-wide trust worries about bureaucratic tendencies not unlike 
those found in the national government. Unless it can be definitely 
shown that the management, service, and price under private owner- 
ship are superior to what could be expected under public trusteeship, 
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the public is likely to conclude that there is no justification for the 
continuance of private control and profits in that particular business. 
Public control through administrative regulation is conspicuously 
insignificant in other countries and even in the United States its short- 
comings are becoming increasingly apparent. 

Conservatives and radicals can both agree that what they want is 
results, the highest degree of over-all efficiency. Common agree- 
ment on this position is perhaps the principal reason for the invention 
and extension of borderline economic processes. This observation 
applies particularly to Great Britain, where outstanding economists 
and administrators have shown that efficiency should be substituted 
for control. Consequently this has meant that non-profit-making 
operating enterprises have been substituted for regulated private 
monopolies. Conservatives and socialists have both agreed that unity 
and flexibility of management are essential and that they cannot be 
secured under the regulatory system, wherein the regulators meticu- 
lously control the managers of the enterprise. 

The corporate device has been a method of escape from the 
inadequacies of the regulatory process and from the inflexibilities of 
governmental departmentalism. Most publicly owned economic enter- 
prises in the past have been administered by a department of the 
municipal, state, or national government. This has meant that the 
economic service was subject to all of the controls and methods of 
operation applicable to government generally. Departmentalism 
entails responsibility to the legislature, changes in executive offices due 
to party fortunes, limitations upon borrowing powers, reliance upon 
annual appropriations, compliance with governmental auditing and 
purchasing methods, the application of the Civil Service system, and 
restrictions upon the power to sue and to be sued. Because the 
traditional methods of public administration were necessarily applic- 
able to economic services supplied by government, critics of public 
ownership have sometimes concluded that “‘ the essential objection to 
nationalised trading is that the state is not organised and cannot be 
organised for successful trading.”’ 

In actual practice, however, departmentalism has worked out very 
satisfactorily in the realm of municipal enterprise. Municipally- 
owned utilities the world over have made a record which compares 
well with that of privately-owned utilities. As might be expected, 
therefore, criticism of the administrative aspects of government 
ownership has been directed almost entirely at national and state 
services; municipal public utility departments, although open to a 
certain amount of criticism and improvement, have provided good 
service at satisfactory prices. One reason for the difference is that 
in the eyes of the law municipalities are corporations. They exist 
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primarily to supply essential services to the local community. The 
municipality is, therefore, a business enterprise. Being a corporate 
creature of the state, the municipality can escape from sovereign 
immunities more easily than can either the several states or the 
national government. Consequently, this means that municipal 
proprietary services can be taxed and can sue and be sued without 
much difficulty, thereby placing them more nearly on the same footing 
as a corresponding or competing private business. 

The government proprietary corporation, the public utility trust, 
and the mixed undertaking, these borderline enterprises, have arisen 
largely in response to national or regional needs. In other words, 
traditional departmentalism, although still in favour with munici- 
palities, has been superseded by the corporate device in most of the 
recent extensions of governmental trading on the national or sub- 
national levels. This is particularly true of the public utility trust 
and the government-owned corporation, involving such fields as the 
generation and distribution of electricity, the operation of transport 
systems, and the provision of banking facilities. 

Borderline corporate enterprises have sought flexibility of manage- 
ment and autonomy of finance. For the regulated undertaking or 
ordinary departmentalism, there has been substituted the autonomous 
corporation whose internal management is as free as that of private 
enterprise, but whose monopolistic character is revealed in the elimina- 
tion or careful curtailing of profit-making. 

These borderline enterprises are essentially compromises between 
complete expropriation by the state and privately-owned public 
utilities. They are a recognition of the fact that monopolies, which 
depend upon privilege and advantage granted by government, are 
essentially a public business rather than a private one. These recent 
public utility developments are largely the result of the discovery 
that the profit-making incentive must either be eliminated or be made 
subsidiary to good service and efficient management. To some 
extent, too, they are a reflection of depression conditions. Conserva- 
tives have subscribed to the semi-socialistic public utility trust and 
the mixed enterprise because it meant greater security for investors in 
these properties. With the state of industry and finance as uncertain 
as it has been in the past, much-needed extensions of public utility 
services, such as the London tubes, have been retarded or made 
impossible because sufficient amounts of private capital could not be 
secured. The injurious consequences of competition between various 
forms of common carriers in London was the principal reason which 
lead to the establishment of the London Passenger Transport Board, 
a public utility trust. So long as ruinous competition existed, 
additional funds for investment could not be secured. With the estab- 
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lishment of the limited monopoly, the securities of the public utility 
trust began selling at a premium. Financial difficulties of private 
companies have played even a more important part in the establish- 
ment of mixed undertakings. When a utility needs capital which 
cannot be supplied from private sources, it is a natural step for a 
governmental body to invest public capital, and to demand as a 
consideration, a corresponding share in the management and in 
the profits. As C. A. Dykstra has aptly said, ‘‘ We must live with 
our utilities no matter who owns them.”’ 

The corporate form of organisation and control is the outstanding 
common characteristic of the government proprietary corporation, the 
public utility trust, and the mixed enterprise. They all have boards 
of directors, issue stock, capitalise their investments, and attempt to 
earn dividends. These borderline economic enterprises have general 
managers instead of department heads. They have their own separate 
budgets, capital, audits, and reserves. In many important respects, 
in other words, they are like the private corporation and different 
from governmental departmentalism. 

As among the three, however, there are important differences of 
ownership, management, and control. The government proprietary 
corporation is owned wholly by the government and its stock is voted 
by an official representative of that government. The securities in 
the public utility trust are entirely owned by the investing public. 
In the mixed enterprise, on the other hand, part of the ownership 
is private and part is governmental. 

The boards of directors of all three types of organisation consist 
of laymen who possess the peculiar qualities and experience needed 
for operating such a business. Yet their method of appointment 
differs radically from that found in the private corporation. This is 
administratively the principal point of divergence between public 
corporations and private corporations. Although most of the directors 
of the government-owned corporation are business men and citizens 
rather than government officials, all appointments are made by the 
responsible government official. This procedure is not at all surprising 
because the property is government-owned. However, the direction 
and control of the public utility trust represents a novel step in 
corporate procedure and public utility management. Although the 
stocks and bonds are owned by the investing public, there are no 
voting stock holders or elected directors of the public utility trust. 
Instead, the government is authorised to appoint directors to act in 
the capacity of trustees for the security holders, the government, the 
employees, and the consumers. 

Realistically speaking, a stock becomes a bond. A fixed rate of 
interest is substituted for the profit-making incentive of private cor- 
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porations. Therewith, the seemingly insuperable difficulty of public 
utility regulation is removed. The management is expected to earn 
a net return which will meet the fixed interest requirement on stock 
outstanding. But most of the profit-making drive which encourages 
evasion and sharp dealing is eliminated at. the very beginning. 

In the management of the mixed undertaking, the government 
appoints those directors who will represent its interests, while the 
private investors are responsible for choosing directors who will speak 
for them. The number of directors chosen by each group usually 
depends upon the percentage of ownership possessed respectively by 
the government and by the private owners. This division of 
appointing power and control is even extended to the managerial 
offices, where it is customary for the President or General Manager 
to be appointed by one group and his assistant by the minority group. 
On the surface it would appear that if private investors control the 
majority of stock, the government’s representatives would be at their 
mercy. Such, however, is not the case. When fundamental dis- 
agreements between the two groups of directors arise, an appeal may 
be taken to the responsible official of the appropriate government 
department, and his decision is conclusive. Hence, it is seen that in 
the mixed undertaking, as well as in the government proprietary 
corporation and the public utility trust, ultimate control is in the hands 
of those who are responsible for safeguarding the superior interest of 
the public. 

Needless to say, the success of any one of these three schemes 
depends upon the calibre of the person who is appointed to serve as 
a director. Experience to date in all countries has shown that, 
whether it be the Panama Railroad Company, the Inland Waterways 
Corporation, the Tennessee Valley Authority, or some other govern- 
ment proprietary corporation in the United States, or whether it be 
the Central Electricity Board, the British Broadcasting Corporation, 
or London’s public utility transport trust, or the extensive electricity 
and local transport mixed undertakings in Germany, the quality of 
the directing personnel has been reassuringly high. 

Partisan and political considerations have been kept out of the 
picture surprisingly well. In each case the desire has been to secure 
directors who had proved successful in their own businesses and who, 
at the same time, were public-spirited and trustworthy. So anxious 
have the major parties of Great Britain been that the public utility 
trust should prove a success, that more directors from the opposing 
political parties have been appointed than from the party in power. 

The success of the management depends upon the government’s 
wisdom in choosing the board of directors. An experienced and 
public-spirited board will find the most competent general manager 
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anywhere available. As a rule, the salaries which can be paid are 
considerably above the governmental level, for here again the new 
public corporations pattern themselves after the private corporation 
rather than after the government’s low-salary scales. After the 
appointment of the manager, a competent board will give the execu- 
tive staff complete freedom with regard to internal operations. 

There are many reasons for thinking that this form of management 
should be about as good as can be produced. It does not suffer from 
the traditional limitations of departmentalism. Because of the strict 
theory of responsibility for acts and accountability for finance found 
in government generally, executive officials are apt to become 
characterised by fear and timidity. At times it seems that they are 
more anxious always to be right than to achieve outstanding accom- 
plishments. The general manager of a public corporation is in a 
different position. His responsibility is to a board of directors, which, 
if far-sighted, will ‘‘ give a good horse its head.’’ Flexibility, experi- 
mentation, and progressivism should flourish under these circum- 
stances. At the same time there is likely to be more opportunity for 
these desiderata of good management than is found in most large 
privately-owned corporations. This is due to the fact that, contrary 
to common opinion, there is usually little opportunity or incentive 
for improving management principles. In the large private corpora- 
tion, the only interest is the balance sheet, and hence staff services 
are usually under-developed, and short-term rather than long-run 
policies naturally result. The management is expected to squeeze 
out as much profit as it can in the shortest time possible. There are 
exceptions to this rule, to be sure, but they are not as likely to occur 
as in the case of the public corporation. 

The operating corporation is a great improvement over administra- 
tive regulation. Its greatest advantage is that it makes possible unity 
of management. Unlike the regulated utility which is subject to the 
orders and controls of an official agency, the borderline corporation 
is limited only by charter; the profit-making incentive has been 
removed, and thereafter it is free to operate without interference. This 
advantage should result in the reduction of red tape, more effective 
leadership, and greater responsiveness to consumer attitudes and 
desires. The present regulatory system of the United States is 
anomalous. It has some of the worst points of both private enterprise 
and bureaucratic administration. On the other hand, the limited 
corporation has the best points of both systems, namely, operating 
efficiency and emphasis upon service and the public interest. 

Of the three corporate types which we have analysed, the mixed 
undertaking seems least likely to stand the acid test, although this 
fact is certainly not revealed by the present extensiveness of this 
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type of agency. On the contrary, since the War the extension of 
mixed enterprises has been the outstanding utility development in 
a dozen countries. Of the European nations, England alone has made 
little use of this device. The furthest extension of the idea is found 
in Germany, where hundreds of mixed enterprises, principally in 
electricity, gas, and transportation services, may be found to-day. 
Moreover, this hybrid form of organisation has been found applicable 
to new forms of enterprise which are not considered public utilities 
in the United States, such as storage garages and airplane services. 

The mixed undertaking is probably a temporary measure. At 
any rate its origin and extension have been the result of expediency 
and necessity. As has already been said, this form of co-operation 
between business and government has usuaily been the result of 
financial hardship on the part of a private company. When adequate 
service could not be maintained, when extensions were needed, or 
when the finances of a public utility were in a precarious condition, 
the government has frequently gone to the assistance of the necessary 
service. The resulting sharing of ownership and management reflects 
the necessity of safeguarding indispensable services. At other times 
the circumstances have been different. In a local community there 
would be a desire for greater socialisation, but funds with which to 
purchase outright the entire enterprise were not available; partial 
public possession was the compromise. Then, too, the mixed enter- 
prise affords the consumers an opportunity to share in monopoly 
profits. But most of the causes and incentives, it will be noted, are 
of an emergency or temporary nature. 

The great defect of the mixed undertaking is that it results in 
disunity of management. There are two interests in policy formation 
and two sides represented in management. Such an arrangement 
invites conflict and stalemating. The theoretical difficulty which one 
would immediately detect has cropped out in actual practice. Those 
who have recently studied the record of the mixed undertaking in 
Germany, where it has existed longest and most extensively, are of 
the opinion that it has rapidly lost favour. This being the case, 
there is a desire to return to a modified departmentalism, or to a 
corporate arrangement wherein unity of management and control 
are assured. 

This tendency has led some to speculate as to whether or not all 
corporate developments will prove of a temporary nature. It is 
pointed out that the administrative and financial difficulties of depart- 
mentalism can be corrected whenever the desire to do so is strong 
enough. Failure to give a department sufficient freedom and 
autonomy in the past, it is said, is because there was only a half- 
hearted toleration of state trading. When the record of depart- 
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mentalism on the local level is so respectable, why can it not be made 
satisfactory where other units of government are concerned? More- 
over, recent administrative and financial changes which have been 
effected in the British Post Office lend striking support to the conten- 
tion regarding adaptability. British Post Office services, which 
include telephone and telegraph management, compare favourably in 
any test that might be made. Since 1932, moreover, Treasury control 
has been relaxed, freedom has been granted to invest surpluses in 
capital improvements, and a progressive advertising and public 
relations policy has been pursued. These administrative reforms leave 
little to be desired, except perhaps a more equitable remuneration of 
employees. To what extent this situation is due to departmentalism 
and to what extent, if at all, a levelling up of wages could be expected 
under a corporate form of organisation, it is impossible to say. 

In striking a balance between public corporations and depart- 
mentalism, much depends upon what one considers desirable. Some 
would put accuracy above progressivism; decorous dignity may be 
preferred to aggressive advertising. It is argued, for example, that 
the state has no business attempting to make the public “‘ telephone- 
minded.”’ 

The public corporation is more likely to provide unity of manage- 
ment, flexibility, autonomous finance, and business aggressiveness. 
On the other hand, departmentalism has distinguished itself for 
principled administration, public accountability, and impeccable 
honesty. 

The extension of the public corporation results in the multiplica- 
tion of semi-public agencies which are outside of the framework of 
government. It then becomes difficult to maintain consistent social 
policies. With the relaxation of financial controls, the dangers of 
dishonesty and favouritism are greater. Experience has already 
indicated that the public utility trust, for example, is an easier prey 
for interest groups than is the ordinary department of government. 
This means, of course, that public accountability is not so complete 
as in the case of departmental trading enterprises. Basically it is 
a choice between greater managerial freedom with the advantages 
which should flow therefrom, and a stricter public accountability, 
with the minimisation of the dangers of dishonesty and favouritism. 
However, with perhaps a few exceptions, the experience of the United 
States with federal corporations gives little evidence of patronage and 
party influences; in fact, public corporations have minimised political 
considerations. 

It may appear that we have been giving too much attention to 
the form and organisation of these corporate trading enterprises. 
Most economists would probably say that the only important question 
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is that of the price at which the service is sold. Although granting 
that the ultimate test of organisation and management is service and 
price, we cannot agree with the usual analysis of the analytical 
economist. Price is not the only criterion of efficiency. The charge 
for the service is only one aspect of customer and social satisfaction. 
In other words, not all satisfaction can be measured in money terms. 
One can think of many highly advertised articles which are sold at 
a price far above their fair value, but the consuming public is made 
to desire them and to continue buying them simply because the 
channels of propaganda and influence have been skilfully used. This 
consideration has an important bearing on the services produced and 
the prices charged by the utility enterprises which we are considering. 
The value of the service rendered is only one index of the customer 
satisfaction which is supplied. Outstanding cost accountants are 
usually the first to admit that efficiency cannot be judged wholly in 
terms of unit costs and the ultimate price to the consumer. Price is 
simply a sub-head—the most important to be sure—under the general 
rubric, customer satisfaction. This observation is even more true of 
monopoly and semi-monopoly services, such as those which we are 
considering, than of the competitive industries which the analytical 
economist has in contemplation. 

Although recognising that it is extremely important to create a 
yardstick for the purpose of measuring the costs and prices of 
monopoly services, it needs to be recognised that there are equally 
important measuring rods of efficiency and of consumer satisfaction. 
These tests are primarily of two kinds: managerial and psychological. 
Since utility services are usually not competitive, it is far more 
important to give attention to management methods and techniques 
than in the case of competitive businesses. The same observation 
applies to big businesses, such as United States Steel and General 
Motors, which are not regulated public utilities. In the case of a 
large-scale organisation which has largely eliminated competition, 
one of the most important economic tests is that of the intrinsic 
efficiency and success with which the enterprise is conducted. 
Questions which may properly be asked are: — 

Is there unity of management? 

Are there definite and consistent principles and policies 
according to which the business is run? 

Does the management take a long view rather than a short- 
sighted view ? 

Is the organisation so flexible that it can meet changed market 
conditions and can respond to changed customer desires ? 

Has the organisation prevented over-centralisation ? 

Is its leadership competent, progressive, and public-spirited ? 
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Do its employees receive, in their remuneration, a fair share 
of the increased profits due to improved efficiency ? 

Is the leadership so fair and inspiring that the enterprise 
develops an esprit de corps which gives customers satisfaction in 
dealing with it? 

Is the principal concern of the management with pleasing the 
customers rather than with internal details of management? 

Is the public relations policy designed to inform the consuming 
public or to whitewash and to delude? 


These are some of the most important questions of management 
according to which the intrinsic merit of the service is to be judged. 


What we have referred to as the psychological aspect of value is 
another name for consumer satisfaction. When the user finds that 
the employees of a concern are friendly, that the service is consistently 
good, that complaints are handled promptly and sympathetically, 
that employees have a genuine interest in and enthusiasm for the 
business, that the basic assumption is that the customer is always 
right, and that the management is competent and on its toes, he 
receives the psychological satisfaction which sometimes has as much 
to do with value as the basic element of price. 


The semi-public corporation has shown itself capable of meeting 
the above tests in a satisfactory manner. There are exceptions, to 
be sure. For example, not all government proprietary corporations 
present a satisfactory management record; but in the cases which 
come to mind, it will be found that they are newly created and hence 
some of their shortcomings may be overlooked. Likewise we have 
referred to some of the basic defects in the mixed enterprise. On the 
whole, however, these new borderline developments produce that 
combination which is seemingly the ideal, namely, internal efficiency 
and adequate safeguard of the public interest. 


Perhaps the best evidence of the efficiency of the developments 
which we are examining is found in the alarm with which they are 
viewed by certain business men and their organisations. Where 
formerly they spoke continuously of the inherent inefficiency which 
was supposed to contaminate all public enterprises, they now express 
nervousness because the traditional form and methods of private 
business are being used with substantial success in limited-profit 
undertakings. By and large, though, the borderline development is 
viewed sympathetically by all classes of the population. The so- 
called socialistic schemes which the Labour Party has sponsored in 
Great Britain have, with one exception, been enacted into law by 
Conservative governments rather than by Labour. The explanation 
is simple. Conservatives have been convinced of the desirability 
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of efficient management, secure profits, and the elimination of com- 
petition in the essential services of a monopolistic character. 

The future success of the semi-public corporations would seem to 
depend in large part upon whether financial autonomy can be pre- 
served and upon their being able to secure outstanding leadership 
and personnel. If these requirements can be satisfied, the border- 
line enterprises may constitute a permanent compromise between 
things public and things private, and they may be an instrumentality 
of outstanding social accomplishment. 
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The State in Relation to Banking 


By C. R. McKErIHAn 
President of the Rural Bank of N.S.W. 


[An Address delivered to the New South Wales Group of the 
Institute of Public Administration, July, 1936] 


I.— INTRODUCTION 


In ‘‘ The World of William Clissold,’’ H. G. Wells makes his 
hero, Clissold, say : — 


“In the course of my life I have met a certain sprinkling of 
bankers, and I do not think there is any sort of human being 
more marvellous and incredible. They take money for granted 
as a terrier takes rats: when they see it, they go for it; but they 
are absolutely immune to any philosophic curiosity about it. 
. . . They are individualistic in their aims, the sense of being 
a possible part in one complete social organisation has not come 
to them. All these characteristics are the characteristics of 
immaturity.’’ 


This is surely too sweeping in respect to the modern banker and 
yet it cannot be denied that the Fuggers in the sixteenth century and 
the Rothschilds in the nineteenth, went for money as a “‘ terrier 
takes rats.’’ Indeed, it would be interesting to review the history 
of money and banking, and notice in that history the great part 
played by individuals out for power and wealth. There were great 
bankers and financiers in Babylonia and in Greece and Rome who 
very often had rulers in their hands and even the fortunes of whole 
communities; but the day of the great individual banker has passed 
and it will profit us little this evening to stop on his story, interesting 
though it be. 

On banking in general, in ancient times, it may be said, however, 
that ‘‘ there is not a device known to modern banking and monetary 
science, the general idea of which one cannot find revealed in the 
ancient world.’’ Currencies were depreciated, the precious metals 
were hoarded, bankers ruled politics, and credit systems were wide- 
spread, although little understood. Now and then an author would 
chit on some great truth which, however, was rarely reflected in 
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popular understanding or in state enactment. Thus, Gresham’s Law 
was anticipated by Aristophanes in 405 B.c. when he remarked of 
some currency issued in emergency: ‘‘ In our republic bad citizens 
are preferred to good, just as bad money circulates, while good 
money disappears.’’ Yet while in the ancient world one can find 
all the elements of managed currency and banking systems, know- 
ledge was imperfect and the tools of money and credit very badly 
used. It has been said of the fall of the Roman Empire, that the 
lack of proper knowledge of the correct functions of money “‘ floated 
the Romans off the firm ground of social stability.”’ State currency 
control there was in Rome, but it was the type of control character- 
istic even in England up to the twentieth century, based on the 
idea that the behaviour of money could be controlled merely by 
declaring certain currencies legal tender, and by issuing regulations 
in respect of coinage weights. Popular understanding of the truth 
that trade and industry could be upset by creating or planning too 
much or too little legal tender—currency inflation and deflation— 
is of comparatively recent growth. Likewise, in the ancient world 
documents were used which were very much like the modern trade 
bill, yet their social significance was little understood. In short, 
the working of money has long been a mystery to mankind. Those 
who have penetrated behind the mystery have frequently profited 
individually, but states as a whole have just as frequently suffered 
the fruits of general ignorance of the nature of money. The early 
goldsmiths, who found that they could lend out their clients’ wealth 
(and charge interest thereon) because not all the gold belonging to the 
clients was likely to be demanded at once, were no doubt like 
H. G. Wells’s bankers. In England they certainly dominated the 
financial policies of needy kings, with the possible exception of 
Charles I. The idea that anybody could be a banker (up till recently 
widely practised in America) was certainly true of England in the 
eighteenth century. State control of banking was practically absent 
and the Bank of England was far from playing the réle of a strong 
Central Bank. According to one historian, ‘‘ Any person, however 
impecunious, could start a bank and issue notes purporting to be 
payable on demand. Every grocer, tailor, and haberdasher who 
chose might flood the country with his ‘ miserable rags.’’’ One 
bank I have in mind was typical of many that crashed in 17093. 
This bank was started by four partners, who subscribed capital to 
the extent of £500 each; in a few months they had a note issue 
of nearly £14,000, and in 20 years, whilst their capital had risen 
to £8.000, their note issue had expanded to £180,000. 

State control of banking and currency has gradually developed, 
but who, in studying the post-war world, can say that we have left 


430 








~- pny ~-«* a4 Ms Oo — ~“~ — me TD 45 oe OF ee lO lle OF ett AO 


A> OD feet SO lS oS 















The State in Relation to Banking 


all the errors of the past behind? True it is that we know the causes 
of the great inflation in Germany and Europe after the war, but 
it cannot be said that we have yet successfully evolved proper control 
of banking in the interests of the community at large. Even the 
“* practical ’’ man no longer says: ‘‘ All I need know about money is 
how to make plenty ’’; for, unless our money and banking systems 
are successfully managed, then our practical business man may 
find himself alternatively bewildered by falling price levels in 
depression leading to loss of trade and unemployment and by rising 
price levels in periods of inflation destroying the real value of his 
income. The truth is that all those interested to-day in social stability 
are anxious that we shall evolve effective control of the banking system 
so that the social misery which accompanies monetary mismanagement 
may be eliminated. Many of these people assert that successful 
management implies social control and direction of banking insti- 
tutions. 

In order to examine this view I propose briefly to attempt 
two things. Firstly, I want to give you on a very broad canvas 
a general background of the modern banking world, bringing 
into as clear relief as I can the functions of banking and the trend 
away from uncontrolled private banking towards collectively con- 
trolled central banking systems. Then I wish to apply these con- 
clusions to an analysis of the Australian banking structure and to 
suggest to you that the relations between the State and banking may 
usefully become very much more integrated than is the case at present. 


II.—BANKING IN VARIOUS COUNTRIES 


Great Bnitain 


At the head of the English system stands the Bank of England, 
the world’s premier Central Bank. It is a private chartered company 
with a Court of Directors, amounting to a financial oligarchy, un- 
doubtedly wielding immense power in the economic life of Great 
Britain, and indeed of the whole world. The Bank now functions as 
a national institution, although the legal restrictions on its activities 
are few. It has the various powers essential to a central bank, viz., 
the control of the note issue (subject to statutory limitation), power to 
buy and sell securities on the open market, control of the rate of 
discounting bills (through the ‘‘ Bank Rate ’’), and it holds a large 
proportion of the cash reserves of the commercial banks. Through 
the operation of these controls, two very important functions, among 
others, fall to the Bank of England. First, it controls the total volume 
of short-term credit available to the London Money Market and also 
through the commercial or Joint Stock Banks, to the industry and 
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commerce of the country. Secondly, it also largely determines at 
what rate of interest that credit shall be offered. 

We may take the Central Bank, with its control over the total 
volume of short-term credit and interest rates, as the first character- 
istic feature of English banking to be noted. Next, we may notice 
the commercial banks now largely concentrated in the ‘‘ Big Five ’’— 
private Joint Stock Banks—operating with a network of Branches 
throughout the country. Two things of importance in connection 
with the “‘ Big Five ’’ may be stressed. First, there is a tradition 
of co-operation with the Bank of England which is the basis of the 
stability of the system. Nevertheless, these Banks are not legally 
bound to observe the wishes of the Central Bank, although the latter 
possesses powerful weapons of compulsion in the matter of general 
policy. Secondly, the Joint Stock Banks, while in practice bowing 
to the Central Bank’s control of the total volume of credit, exercise 
a separate power. over which the Bank of England has no control. 
All industries are largely dependent for their working capital on 
short-term advances from the commercial banks, and the connection 
between these Banks and industry is mainly of this nature. English 
Banks do not deal extensively in long-term lending to industry, but 
are responsible for the distribution between the conflicting claims of 
different industries of the total volume of short-term credit available. 
This means that the Bank of England determines the total volume of 
credit, but directs no national policy in respect of industries to be 
encouraged and those to be discouraged. The ‘‘ Big Five ’’ exercise 
this function purely on a basis of security offered by individual 
borrowers, not on a basis of planned industrial development for 
England. In short, the English system is admirably designed to 
effect control over the total volume of credit available for industry’s 
working capital, but there exists no national authority for determining 
whether banks shall extend credit to iron and steel firms or to grey- 
hound racing companies, to agriculturists or to theatre proprietors. 
All this is left to the separate prejudices and judgments of what is 
sound on the part of individuals managing banking institutions in 
the interests of private shareholders. It follows that there is no 
necessary general agreement among banking interests upon what is 
desirable from a national point of view. 

Our first criticism, then, of the English banking system as a whole, 
is the lack of ‘‘ plan ”’ in the allocation of short-term credit resources. 
This may not matter when full employment prevails, but in a period of 
rapid changes and large unemployment figures bold decisions are 
required in the matter of new industries to replace old and declining 
trades. National direction is required in the matter, for the ‘‘ Big 
Five ’’ tend to act conservatively and to avoid the necessary “‘ risk- 
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taking ’’ associated with new enterprises, especially those possible in 
the “‘ depressed ’’ areas. Established industry is favoured by the 
Banks, and our general point is borne out by the fact that, although 
the Banks have “‘ frozen ’’ assets in the form of apparently wasted 
advances to some industries, they have done practically nothing to 
rescue these trades by forcing reconstruction on them; and this despite 
the fact that many of these industries would almost certainly do well 
upon reconstruction. 

The second general criticism levelled at the English banking and 
financial structure is that there is no adequate provision for long- 
term capital lending to domestic industry. Banks deal very little 
in long-term loans, and even in the matter of agriculture have been 
unwilling to take the risks associated, in their opinion, with this class 
of business. The capital market makes adequate provision for foreign 
lending but not for domestic industry, and the real point of my 
criticism is that, just as the commercial banks have no general 
national pattern to follow in making short-term advances, there 
exists no national plan for long-term capital issues. And certainly 
there is no co-ordination between the two forms of finance—short- 
term and long-term. Investment trusts are growing rapidly, but 
these do not deal in new industries and certainly have no necessarily 
national outlook in making their investments. 

The third general criticism which is made against the English 
banking system by many is that the Bank of England, being a private 
institution assuming a national function, is liable to dominate the 
Government in power. Sir Ernest Harvey informed the Macmillan 
Committee in 1931 that ‘“‘ the Bank of England is practically free to 
do whatever it likes. .. . the restrictions, so far as there are 
restrictions, under which the Bank works in its operations, are 
restrictions which the Bank has imposed upon itself and which of 
course it has the power to alter.’’ This position leads to three 
criticisms being widely ventilated in England by Socialists and non- 
Socialists alike. First, ‘‘ it is only natural that an institution working 
so much within the environment of the City and drawing so much 
of its directing personnel from private banking houses, should tend 
to have . . . the point of view of the City, to the exclusion of, and 
often in contradiction to, the opinions of the country at large.’’ 
Secondly, the Bank explains nothing of its policies to the public; its 
monthly statistical summary containing no comment whatever. Thirdly, 
‘‘ it is answerable to nobody for its policies, and there is no means by 
which those who may have forfeited the confidence of the public can 
be removed, even after the passage of years, from office.’’ That 
is to say, in the British democracy the institution moulding national 
economic policy is not answerable to the electorate in any way; not 
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even are the directors appointed by the Government. It really is 
a case of whether bankers or governments are to have the last word 
in matters in which both are inevitably concerned. English and 
French experience strongly suggests that banks and financial 
institutions have frequently dominated the policies of political rulers. 
This applies, not merely to the times of the Stuarts in England and 
the pre- and post-revolutionary monarchs of France, but to the 
democratic leaders of our own day. It is not unfair criticism to 
assert that the action of the financial world brought down the 
MacDonald Government in Great Britain in 1931. I am not con- 
cerned which party was right in particular instances of the struggle 
between financial leaders and political heads, but the question of 
ultimate control of monetary and financial policy is a very real one 
in England as elsewhere. I would draw your attention to the sig- 
nificance of a publication ez:‘itled ‘‘ The Next Five Years,’’ published 
under the auspices of the ‘‘ Liberty and Democratic Leadership 
Leacue,’’ and agreed to by many outstanding persons of all political 
parties. This book makes the criticisms just stated by me, and is 
representative of the change of opinion in favour of collective control 
of the central Bank. The same body argues, not for socialisation of 
the joint stock banks, but in favour of a continuous national review of 
their policies in the light of national requirements. A significant 
straw in the wind is the fact that the control of the Exchange Equal- 
isation Fund, set up for the purpose of stabilising the sterling rates 
of exchange with other countries, New York and Paris in particular, 
has been placed in the hands of Treasury officials using the staff of 
the Bank of England, but independently of the Bank’s control. 

Changes in English opinion are not of mere academic importance 
to Australians, for much the same trend of opinion is observable in 
Australia. However, before examining this fact in any detail, first 
allow me to point out the existence of similar changes in Germany, 
United States, Canada and New Zealand, and in Russia. 


Germany 


In Germany the four large Credit Banks dominate ordinary 
banking business, having, like the ‘‘ Big Five ’’ in Great Britain, com- 
pletely outstripped the large number of smaller competitors. I am 
only interested in particular features of banking in different countries 
and in the case of Germany I wish to draw your attention to some 
banking practices which are diametrically opposed to English banking 
practice and therefore, I am afraid, condemned by very many people. 
They combine with ordinary banking business (i.e. short-term credit 
advances) such work as the flotation of new companies, the issue of 
Government loans, stock exchange broking and long-term loans 
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direct to industry. This last item is most important. In England 
the joint stock banks neither promote companies nor provide fixed 
capital by way of long-term loan; the German banks undertake both 
these functions; at times they assume direct ownership of industry 
and in most cases assume a supervision over the financial policy of 
the industrial concerns financed by them. This means, therefore, 
that the German Banks largely provide industry with both its fixed 
and working capital requirements. It is not surprising, therefore, to 
find that large-scale production has developed in Germany even more 
than in America, where much the same intimate connection between 
banks and industry often prevails. In Germany, the banks have been 
the leaders in schemes of rationalisation and amalgamation, a step 
which the English Banks have refrained from undertaking even when 
in a position to do so. It is interesting to notice that since the banking 
failures in Germany in 1931-32 (no doubt in part due to the failure 
of the banks to spread their risks over a large number of industries) 
there has been a reorganisation, giving the Government far greater 
control than it had before 1931. To-day there is only one large deposit 
bank in which the majority of shares are privately held. The Govern- 
ment has assumed control at a very critical stage in German industry, 
but undoubtedly that control will result in the co-ordination of long- 
term and short-term capital lending policies on a basis of a national 
programme, rather than being left to the more or less haphazard 
decisions of individual bankers. Whether the national plan is sound 
or otherwise, depends upon the skill of Germany’s political rulers. 
As yet Germany does not seem to have profited much by Nazi 
economics, a fact which a current political joke typifies. Dr. Schacht, 
reported to have stood gazing with interest at a kangaroo, is said to 
be studying the problem of how to make Germany advance by leaps 
and bounds with an empty pouch. Be this as it may, state control 
in Germany has come to stay and should facilitate co-ordinated 
national economic policies for Germany. 


The United States of America 

When we turn to the United States we find a banking system which 
is marked by the absence of branch banking, for each bank, whether 
operating under Federal or State laws, may only operate in one 
State, and with. few exceptions, in a particular place in that State. 
As Mr. E. A. Radice in Chapter IV of ‘‘ What Everybody Wants to 
Know About Money ’’ points out, the result of this system has been 
“‘ that, except in the large cities, local industry and commerce relied 
for finance upon only one or two local banks, and these banks in 
turn had, so far as their commercial operations went, little interest 
outside the particular locality.’’ In consequence, banks have had 
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to tie themselves up with local industry, and quite commonly meet 
the long-term and short-term capital requirements of these industries. 
Since, except in the case of the large city banks, they have not been 
able to spread their risks over a large number of industries, bank 
failures have been quite frequent and America’s banking ‘‘ holidays ’”’ 
in February and March, 1933, followed upon the suspension of opera- 
tions of 5,488 banks in the period 1930 to March, 1933. 

It is interesting to notice that in the United States, the alleged 
home of rugged individualism in industry, there is fairly common 
agreement on the necessity for State control of banking. The con- 
stitution apparently makes it impossible to encourage branch banking, 
but every effort is being made to give Federal Reserve Banks fuller 
powers as Central Banks to control the fortunes of American bankers 
in the national economic interest. 


Russia 


In Russia, whose rulers have taken Mr. H. G. Wells literally and 
assert that private bankers have no social conscience, banking is a 
part of the national plan. The banking system supervises in terms of 
that plan the issue of both short-term and long-term credit. The 
banking systems there, really administer only, policy being partly 
determined by the planning authorities, dominated, of course, by the 
Communist Party. In short, we have in Russia the complete differen- 
tiation between policy and administration of policy—and the bankers 
do not determine the policy. Thus the Gosbank, the Central Bank 
and the sole source of short-term credit, keeps account of the credit 
granted to each enterprise under several headings. It debits all pay- 
ments by each undertaking and credits all receipts. It has only very 
limited power to exceed planned credit in any industry; e.g. it may 
not grant credit to cover losses or wage increases. Again, special 
long-term loan banks provide the capital requirements for all state 
enterprise in the form of grants and loans. The funds are derived from 
taxation and profits of socialised industry. 

The importance of Russia for our discussion is that it represents 
a complete case of state control of banking, and state co-ordination 
of all economic activity associated with banking. However, it must 
be admitted that it would be impossible to adopt whole-heartedly 
the Russian scheme without adopting socialism in all industry. 


Canada and New Zealand 


Our background of modern banking must finish with a reference to 
Canada and New Zealand, which have both recently set up central 
reserve banking systems, and more recently have changed the form 
of control. In Canada it is proposed to buy out the private share- 
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holders of the Reserve Bank, and in New Zealand legislation has 
already been passed to this end. The object in both cases is to ensure 
that the banking system as a whole will give way to State policy, 
rather than that the banking system should dominate and even deter- 
mine State policy. The amendment to the New Zealand Reserve 
Bank Act is quite definite. ‘‘ It shall be the general function of the 
Reserve Bank within the limits of its powers to give effect, as far as 
may be, to the monetary policy of the Government as communicated 
to it from time to time by the Government.”’ 


Ili.—TuHE PROBLEMS OF BANKING IN AUSTRALIA 


When we turn to Australia we find the same trend that we have 
observed for the world as a whole. On the one hand there is a feeling 
that banking should be deliberately regulated in accordance with 
national economic interests and, on the other, that there is need for 
a somewhat closer relationship between our Parliamentary institutions 
and the banking system asa whole. In Australia we have no formally 
created Central Bank, and in this sense the Commonwealth Bank is 
not incomparable with the Bank of England in that its power as a 
Central Bank has been a matter of growth, not of single legislative 
enactment. Like the Bank of England, the Commonwealth Bank 
controls the note issue, controls gold reserves, controls the foreign 
exchange rate, holds reserve deposits of trading and other banks, 
and, to influence the policy of the trading banks, may buy and 
sell securities on the open market. Like the Bank of England 
again, the Commonwealth Bank is in the position virtually to control 
the total volume of short-term credit available to industry and com- 
merce, but it does not and really cannot at present exercise any 
control over the use to which that credit is put. Ifa trading bank 
prefers to feed established industries and risk nothing on new and 
perhaps unknown ventures, there is no authority in Australia to alter 
its decision. Finally, like the Bank of England in particular and the 
English system in general, the Commonwealth Bank and the system 
it heads have no control over the long-term investment market beyond 
the effects of the sale and purchase of gilt-edged government securities 
on the open market, and the underwriting of public loans for public 
works. The Bank of England has gone a little further by encouraging 
with small funds subsidiary concerns dealing with fixed capital require- 
ments in industry; this can hardly be said, however, to represent as 
yet national direction of long-term credit policy. 

There are some important dissimilarities between the English and 
Australian banking systems which require to be stressed. First, the 
Commonwealth Bank was originally designed as a people’s trading 
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and savings bank, and remains such. Legislative enactments of 1924, 
1927 and of the depression period have stressed its Central Banking 
functions. These are not always consistent with a vigorous trading 
bank policy. The Bank of England likewise was originally a trading 
bank out for large profits; to-day its trading activities are very limited 
and profits are not consciously pursued in preference to its Board’s 
conception of wise national policy. The Commonwealth Bank’s 
trading activities have not been stressed in recent years yet it is much 
more a trading institution than the Bank of England. The Joint 
Stock Banks do not regard the latter Bank as a competitor; the 
trading banks in Australia feel justified in regarding the Common- 
wealth Bank as a strong and favoured competitor. Favoured because 
it pays no taxation and, so the trading banks allege, is able to use 
their cash reserves, deposited with the Commonwealth Bank, for 
its own trading enterprise. Fortunately, there is a growing dis- 
position to accept the Commonwealth Bank’s lead as a Central Bank; 
nevertheless, the difficulty of that Bank’s position as a trading bank 
and a central bank at one and the same time, is very real. 

The second major difference between the Bank of England and the 
Commonwealth Bank is that of ownership and control. We have seen 
that the Bank of England operates under private charter and is subject 
to very few State controls; the Commonwealth Bank, as you well 
know, is a Commonwealth institution governed by Directors and a 
Governor who are Government appointees. Subject, however, to 
the right to appoint directors as vacancies on the Bank Board occur, 
this Board is really independent of Government control. The appoint- 
ment of a Treasury official to the Board makes very little difference 
to this position. Certainly the Commonwealth Bank Act does not 
make the Bank the direct instrument of Government policy as does 
the latest amendment of the New Zealand Reserve Bank’s consti- 
tution. This arrangement is quite convenient provided there is no 
clash between the Government and Bank Board on matters of policy. 
The nature of discussions between the two organs over the various 
terms of the Premiers’ Plan, over public works policies, over Treasury 
Bill funding and over the general policy of deflation in recent years 
has indicated that, while Governments have oft-times felt it advisable 
to report amicable agreement, the Board has played rather more than 
an advisory réle in government. One political party at least is 
determined that in future the Government shall do the telling and 
the Board the doing, be the consequences what they may. You will 
see then, that the Australian banking structure is not without its 
problems and this conclusion does not necessarily imply adverse 
criticism of its actions in recent years. The problems have arisen from 
the nature of the structure, and are in most respects similar to those 
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which we observed in the case of the English banking system, one or 
two are associated with the peculiar growth of the Australian structure. 
I propose to suggest possible solutions to three problems. The first 
problem is that of eliminating the invidious position of the Common- 
wealth Bank, which is asked to be both a Central Bank and a People’s 
Bank, competing with the Trading Banks and. State Savings Banks 
and Rural Banks where operating. The second is the need to control 
the uses to which banking resources are put while safeguarding the 
interests of depositors. Associated with the problem is the allied one 
of giving some central direction to the investment of capital in 
Australian industry. The third major problem is that of the relations 
of the banking system as a whole to the electorate in general and to 
the Government of the day in particular. 


The first difficulty raised could probably be met in the following 
manner. The Commonwealth Bank could be reconstructed into 
three departments with separate administration and with distinct 
functions :— 


(i) The Central Bank would exercise all those powers now exer- 
cised by the Commonwealth Bank as a Central Bank, e.g., the 
control of note issue, foreign exchange, government banking 
business and Treasury bill finance, and hold trading bank 
reserves. 


(ii) The Trading Bank Department, which would conduct trading 
operations in competition with, and as a check upon, the 
activities of the Trading Banks and other financial institutions. 
The Trading Bank Department, moreover, could give the lead 
to other banks in interpreting and carrying out the Central 
Bank’s policy for the banking and monetary system in general. 
Its competitive position would be an invaluable adjunct to the 
power of the Central Bank to bring the private banks into line 
with national policy. Further, the Trading Banks would no 
longer be able to make the criticism that the Commonwealth 
Bank conducts its trading operations on the basis of funds 
which include the Trading Banks’ deposits with it and on 
which the Commonwealth Bank allows no interest. These 
deposits would be retained by the Central Banking Depart- 
ment. Moreover, it would be the task of the Central Bank to 
preserve its assets in liquid form to meet its special functions; 
the Trading Bank, as a separate department, could follow 
ordinary commercial banking practice in this matter. 


(iii) The third section of the reconstructed bank would be the 
Savings Bank Department, under separate administration and 
with definite national functions. Operating through State 
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Boards, this Bank could make the people’s savings available 
in each State for three purposes. First, credit foncier banking 
should be facilitated, the long- and short-term capital needs of 
primary producers being met and financed as at present by 
the Rural Bank in New South Wales. 


Activities, however, need not be confined to the primary producers; 
home-building is another form of investment which could quite well 
be supported in each State from funds provided by the National 
Savings Bank. Not merely is home-building an activity worthy of 
encouragement in itself, but its influence on industry in general is 
so marked as to make it a vital contribution to the maintenance of 
full employment of labour and capital. Thirdly, a need which is not 
met adequately either by the banking system or the capital market 
in England or Australia is the provision of capital for small-scale 
secondary industry, industry, that is, which is not suitable for large 
enterprises or company control. And, in passing, one might mention 
a real lack in Australia which could be financed from the same source. 
It should be possible for people to borrow on personal security at 
non-usurious rates to meet unforeseen circumstances. Failing 
adequate national insurance schemes, a person meeting with illness 
and unavoidably running into debt should be able to meet his obliga- 
tion in ways preferable to dealing with private money-lenders. Funds 
should be available for advance on the security of furniture or assured 
future income at the lowest rates possible. 

I have, then, visualised the Australian banking system as follows: 
A Central Bank at the head, and in control, of the whole system; 
the Commonwealth Trading Bank competitor with, and leader of the 
private Trading Banks, carrying on the short-term credit operations 
typical of English and Australian banking; the National Savings 
Bank feeding State institutions equivalent to the Rural Bank of New 
South Wales with funds for long- and short-term advances in con- 
nection with primary production, home-building, at least some types 
of secondary industry, and for what we may call personal security 
advances. This arrangement has, however, to be supplemented if 
we wish to solve our second problem, namely, the lack of control over 
the uses to which the collective resources of the banks are put. In 
the interests of national material progress we must not be content 
with bolstering up old industries; we must encourage new develop- 
ment which would make the “ bolstering ’’ process unnecessary. 
Modernisation of existing industries could be treated as equivalent to 
new development; but, as we have observed, the banks in England 
and Australia have not seriously undertaken the risks involved. If 
no national control is instituted then we are likely to be left with 
planlessness and a general unwillingness to risk new and the re- 
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organisation of old enterprises—the only way to surmount the fluctua- 
tions associated with undirected industry and banking. No matter 
how pretty a laissez-faire economy may appear in print, it is of little 
use to pretend that present trends towards collectivism will be 
reversed. To leave the banks and capital market free to follow the 
vagaries of business psychology is to invite the continuance of those 
economic maladies known as booms and depressions. Central Bank 
control of the total volume of short-term credit is necessary—this we 
are rapidly achieving in Australia. Equally necessary is control over 
the direction of investment. 

We cannot achieve the detailed control and regulation we noticed 
in Russia without wholly adopting socialism in industry. This, 
however, is an issue with which I am not concerned. I feel, 
however, that we can profit more immediately from Russian 
experience and that a National Investment Board would be of material 
assistance to the Australian economy. The Board should be closely 
associated with the Central Bank, the chairman of the latter being 
the Chairman of the Board, and should include repesentatives of the 
Trading Banks, State Banks and the Capital Market. The Central 
Bank working through this Board would have control of the long- 
term market and would be able to direct capital into investment 
according to a national pattern. The staff working for this Board 
would have to estimate as closely as it could the volume of savings 
available for financing public issues of capital. Industries requiring 
to take advantage of public issues would have to gain the approval 
of the Board. It may even be necessary to review those industries 
in the habit of providing for expansion out of reserves, although such 
industries are unlikely to be discouraged; but, to achieve a reason- 
able balance of capital investment, all sources of investment would 
have to be covered. The investments of the National Savings Bank, 
State Banks, and the Public Works requirements of the various 
governments could hardly be left out of the Board’s review. Three 
important results should follow. The Board could help to discourage 
over-investment in boom times and encourage activity in periods of 
recession, thus smoothing out the trade cycle. In recession periods, 
for example, it could give greater emphasis to public works policies 
and might officially guarantee public issues for suitable private enter- 
prises. Secondly, to borrow a phrase from an American economist, 
Prof. Weidenhammer, the Board could improve the quality of invest- 
ment. It could discourage issues of a kind considered to be already 
overdone, and conversely encourage issues in directions where rapid 
expansion is considered desirable. In this way over-capitalisation in 
industry could be avoided. Thirdly, if the work of the Board were 
based upon adequate information it would act as an important guide 
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to the Trading Banks for short-term investment; it would be unthink- 
able that industries encouraged by the Board should be starved for 
funds required for day-to-day operations—Trading Bank representa- 
tion on the Board should ensure co-operation in this respect, but if 
it were not forthcoming the Commonwealth Trading Bank would 
have to supply the requirements of the industries concerned. Except 
in the case of special loans issued in trade recessions with an official 
guarantee, the Board need not be responsible to the public for the 
success of particular industrial concerns, but its directions would 
surely be welcomed by investors—large and small alike—for the 
Board’s continuous survey would reduce the errors of investment 
now made. The Board’s work would be at once a regimentation of 
savings and a protection of investors, a planning of capital invest- 
ment which presents an ordered whole and not a patchwork quilt in 
which the pieces have no relation to a general pattern. 


I come now to the last portion of my subject, namely, the 
relationship of the banking system to the state in the matter of control. 
I have tried to show you that the State, using that word in its widest 
sense, is, to-day, expecting the banking world to carry out certain 
social functions in its capacity as a great public utility, and that 
banking structures the world over are being deliberately modified 
to this end. Equally vital, whatever our political philosophy, is to 
ensure that those in charge of this public utility shall be responsible 
to the State, that is, that they shall be held accountable for their 
actions. This was the third problem of the banking structure in 
Australia which I raised. 


I wish to submit a proposal, the intention of which is to 
steer a middle course between proposals which, on the one hand, 
would make the Central Bank’s actions a mere reflex of the ideas 
(often uninformed) of the political party in charge of the Common- 
wealth Government, and those which, on the other hand, make the 
Central Bank so independent of political control that it is in no way 
obliged to account for its actions to Parliament or to any other 
institution representative of the people. 

Briefly, the proposal is as follows :— 

1. The Central Bank should be governed by a permanent Board 

of three members to be selected for their knowledge of banking. 
This Board would have complete control of the internal 
administration of the Bank’s affairs. The Board would also 
initiate policy changes subject to certain controls. 

2. The second body to be called into play is an Advisory Counci! 

roughly equivalent in the nature of its composition to the 
Australian Loan Council. The Council could consist, for 
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example, of the Bank Board, the Federal Treasurer, two 
State Treasurers appointed by the Loan Council and two 
members of the opposition party in the Federal Parliament. 
Such a Council would be representative of bodies elected by 
the people and therefore entitled to express opinions on their 
behalf. Moreover, the fact that the representatives would 
come from different political parties would offset the objection 
that the Council would express the views of one political 
group only. Undoubtedly the Council would change in 
membership from time to time, but while this would destroy 
the advantages of permanent membership it would ensure a 
continuous reflection of public opinion. 

The function of the Advisory Council would be to meet at regular 
intervals, say quarterly, or when called to consider matters suggested 
by the Bank Board or by itself. Should the Advisory Council be in 
agreement with the Board’s proposals or vice versa, these may then 
be put into effect. In the event of disagreement and refusal by the 
Bank Board to fall into line with the decisions of the Advisory 
Council, that Council may then refer the matter in dispute to the 
Commonwealth Government, which would be obliged to ventilate the 
issue in Parliament. Parliament would then have the right to direct 
the Bank Board, this control to be exercised per medium of a joint 
resolution of both Houses. 

It should be observed in summary that both the Bank Board and 
the Advisory Council have the right of suggesting changes of policy; 
the Advisory Council reviews these proposals and, where disagree- 
ment ensues, refers them to Parliament for a final decision, this 
decision being obligatory on the Bank Board to observe. The chief 
value of the proposal is to ensure that matters of policy affecting the 
national welfare shall be considered by at least one representative 
body not engaged directly in the administration of the Bank. Should 
this body and the Bank Board be satisfied that certain proposed 
actions are not in the best interests of the people, then these actions 
are not referred to Parliament. The Bank, therefore, would be free 
of the uncertainties of direct political control associated in some 
countries with changes in the political party in power. It is, of course, 
still open for the government of the day, by an amendment of the 
Acts governing the Bank, to initiate a change in the Bank’s policy 
which the Bank Board and the Advisory Council both oppose. This 
course would only be taken when Parliament was determined to act 
independently of its advisers—action which it is entitled to take if 
it sees fit. 

One matter requiring clear definition arises out of the distinction 
made herein between policy and administration. The powers of the 
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Advisory Council are limited to a review of the policy of the Bank 
Board, and it is necessary, therefore, to have clearly set out those 
matters which are policy matters. No comprehensive list is given 
here, but it is suggested that the following matters would come within 
the Advisory Council’s purview: Alterations in the exchange rate on 
London, the issue of Treasury bills and their renewal, the retiring 
of bills held by the Trading Banks, the buying and selling of 
securities, changes in the note issue, the export of gold from 
monetary reserves, alterations in the percentage of trading bank 
deposits to be held in the form of deposits with the Commonwealth 
Bank, and the broad decisions of the National Investment Board. 
These matters may be considered as items of policy since each affects 
the general monetary and banking conditions of Australia. I have 
tried to put before this Institute a general background of recent trends 
in banking and the widespread realisation on the part of people every- 
where of the social significance of that key industry in modern states. 
Against this background I have painted a picture of an improved 
banking system for Australia. I am conscious, of course, that he who 
tries to portray the future is very often wrong, but I believe my 
suggestions to be a not very distorted view of the shape of things to 
come. I regard it as completely foolish to expect a static society, 
and whether my view of the future be right or wrong, I agree with 
James Harvey Robinson that the so-called ‘‘ radical’’ at least 
‘* works on a right assumption, namely, that the future has so far 
always proved different from the past and that it will continue to do 
so.’’ Institutions are not as immutable as the Laws of the Medes 
and Persians, and I trust that we, in a democratic country, will 
eschew complacency and so mould our institutions that our know- 
ledge of the ‘‘ money mystery ’’ may be more perfectly harnessed 
in the interests of all. 
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The U.A.B. 


Report of the Unemployment Assistance Board, for the period ended 
og Geareens 1935: Cmd. 5177. Pp. 309. (H.M. Stationery Office.) 
4s. 6d. 

TuE issue of the first report of the U.A.B. is an important event for 

several reasons. The Board embodies a new policy for dealing 

with one of the most pressing of modern problems, and one of the 
most difficult, politically and socially. The Board also embodies 

a new administrative venture, the attempt to manage business of this 

kind through a specially appointed body with only general, not 

detailed, responsibility to Parliament. ‘‘ A new administrative 
venture ’’ is not quite right; new for the present and several previous 

generations, but only repeating in essence what was tried in 1834, 

though then more boldly. 

Opinions differ whether it was wise to set up the U.A.B., and 
the cleavage is by no means just between pro- and anti-poor law. 
Some think that, given more courage in dealing with the few local 
authorities deliberately stiff-necked, the new arrangements would not 
have been needed and all the consequent heariburnings would have 
been avoided. 

Not a few consider that, whatever the evils of introducing scales 
of relief into local politics, they are far less than those of bringing 
them into national politics. There is not a little distrust of the removal 
of administration from local to central, and many familiar with home 
conditions deplore the setting up of new separate compartments for 
dealing with particular kinds of assistance. 

Be these views as they may, the U.A.B. has been established, it 
is essential that its work shall be well done and efforts should be 
directed to that end. 

I shall not enter here into the controversy on the scales of 
assistance. It has been bandied about enough in Press and Parlia- 
ment. Two things may be said, without the slightest Party 
bias or interest—if the first phase of the ‘‘ Standstill Order ’’ was 
lamentable, the second phase, though long delayed, was creditably 
managed; secondly, the unprejudiced person will certainly not 
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criticise the scales as ungenerous, rather will he be inclined to question 
whether they are not so generous as to invite dangers difficult to 
meet. 

Unemployment and its attendant problems are intense in certain 
industries. This is no new event; our economic history is full of 
such occurrences, full also of lessons if we but endeavoured to learn . 

What economic life has been suffering from above all during 
recent years is a want of balance between the several industries. 
The balance is always changing, and at some periods has changed 
abruptly, with resulting distress; our troubles are great because the 
war and its after-effects concentrated into five or ten years changes 
which might otherwise have taken about fifty. 

To regain a new balance, adaptation and initiative, personal even 
more than public, are essential, and among workmen as well as 
among employers. There is no gainsaying that not a few present-day 
conditions and institutions, admirable though they be in some 
respects, militate-against these requirements and that on the whole 
there is less self-effort and initiative. 

Added ‘to this is the fact that after every prolonged depression a 
large number of the less efficient are left high and dry, without 
prospect for many of them of further regular permanent employment, 
and with danger that a large proportion may sink to be ‘‘ unemploy- 
able.”’ 

It is, therefore, no light task with which the U.A.B. has been 
entrusted. The first report is very instructive. As is to be expected 
in view of past troubles, the report emphasises the large measure of 
discretion afforded in dealing with individual cases, and goes out of 
its way to show that the Board is no “ bureaucratic ’’ machine but 
is very human in its dealings with those who come under its care. 
Indeed the experienced administrator may wonder whether this 
desire to be obviously ‘‘ human ”’ and thorough may not be carried 
to an extent which may endanger the proper work of the Board; its 
sphere is limited and its primary work may suffer if it attempts too 
much the part of godfather. 

In the whole of modern administration, and not least in the pay- 
ment of unemployment allowances, the question arises whether we 
have sufficient courage to exercise needed discipline. Are we growing 
too soft? Whether the cause be of politics or of sentiment, the danger 
remains. A quotation from the report is pertinent : ‘‘ There are already 
disquieting signs in individual cases that the close correspondence 
between wages and allowances is influencing some applicants of the 
Board. Opportunities of training are provided for unemployed men 
with a view to the improvement of their physical condition and their 
chances of employment. The number of younger men, many of 
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whom have never had a regular job since leaving school, who refuse 
to avail themselves of these opportunities is causing the Board much 
concern. Similarly many of the younger women without prospect 
of employment in their own home area have shown themselves un- 
willing to take employment elsewhere. Not infrequently also there 
are cases of married men with families whose allowances are practically 
the same as the earnings they would normally gain; they find the 
allowance sufficient for their purpose, with the result that they show 
little disposition to take work or to hold it when it is given to them. 
Taken altogether, these cases are only a small proportion of the total 
number of applicants, but they are a significant problem ”’ (p. 12). 
‘* A significant problem ’’ indeed, and one too long ignored. 

The magnitude of the work of the Board may be indicated by 
a few figures. During the year 1935, £43 millions were paid out in 
allowances to a weekly average of over 700,000 payees, the average 
payment per week per payee being 23s. (as compared with 20s. 7d. 
in 1934 for transitional payments). 

From a count, made by the Ministry of Labour in May, 1935, of 
broadly 720,000 persons receiving unemployment assistance, it 
appeared that 30,000 of them were temporarily stopped (that is, were 
on short time or expected shortly to return to their employment) or 
casually employed; of the remaining 690,000—140,000 had been un- 
employed for three years or more (26,000 for five years or more) and 
205,000 more had been unemployed for one year or more. These 
figures will give some idea of the problem confronting the Board. 
It should be explained that short spells of unemployment of not more 
than three days are ignored in deciding whether the unemployment 
has been continuous. 

More comforting is the fact that out of the 690,000, nearly 115,000 
had been continuously unemployed for less than three months. 

There are many other matters in the report which tempt comment. 
It should be read by those who wish to obtain a better understanding 
of the problem of the unemployed. 


Hospital Accounts and Financial Administration 
By Captain J. E. STONE 


THE management of public affairs according to British practice both 
at home and overseas is entrusted to public men elected mostly 
upon a democratic basis for that purpose, and of all forms of 
such activity, few have attracted such quality in the type of direc- 
torate as the hospitals so indispensable to communal life. On the 
boards of management of our London hospitals voluntary service 
is given by members standing at the head of the greatest business 
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concerns in the country. The leaders of all professions are numbered 
with them. Many such a board could play any match, in the business 
world sense, with the Directors of the Bank of England. In the wider, 
the provincial, field, the same quality in the management, on an 
appropriate scale, is to be observed. Many eminent men and women 
can and will serve in the management of a hospital, either a voluntary 
or a rate-aided one, who are not available for local council work 
generally. Yet it is common knowledge that on the whole the financial 
administration of hospitals is behind the times. The technique of 
medical science has been continually progressive, whilst financial 
control has either failed altogether to keep pace with the development 
of business technique, or at any rate a hospital board has considered 
itself as an inappropriate subject for the application of modern 
financial and business principles. 

On the official side of the hospitals service, both in voluntary 
organisations and public institutions, it is pointed out that there has 
appeared a reluctance, curious at first sight, to interpose an efficient 
counting-house between the doctor and the patient. It seems to have 
been thought that such an intervener could only be a nuisance and 
might even be a danger, elevating the economist into a position on 
the throne which could rule doctors and patients alike. It has 
seemed hardly to be decent, or at any rate sportsmanlike, to inquire 
whether every £ of voluntary contributions from all classes of the 
public to the funds of a voluntary hospital was so being expended as 
to yield 20s. in value. 

It would be a fair and just summary of this book and the previous 
edition by Captain Stone if we simply said that the author has done 
more to overcome these prejudices and to instil sound business 
principles into hospital management, than any other distinct agency. 
It has first been necessary for the author to make an impression upon 
the minds of a great number of people interested in the management 
of hospitals, which should ensure a recognition of the need for any 
reforms at all. Only those who recognise such a need in the financial 
administration of hospitals will come under the influence of the move- 
ment to which this book is a miniature monument. The technique 
of the work is so complete and thorough, that its value to officers in 
charge of hospital accounts is probably beyond the comprehension 
of the reader who simply serves on the board of management. The 
latter has to take this technique for granted, and must be convinced 
that the machinery for financial control neither trips up the medical 
man nor wards off the patient. The official in charge of the financial 
machine is rightly placed by the author under the obligation to prove 
the worth of his accounting system by its yield in revenues, in 
economies and in increased value for money spent. By such tests, 
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not only in British national experience but internationally, these 
modern principles and practices in the administration of the finances 
of hospitals have been justified and they stand as an example to all 
who seek efficiency, even in the hospitals service. 

It would be idle to attempt in these notes any survey of the 
detailed functions of this accounting machine whose evolutions 
Captain Stone so clearly illustrates. Suffice it to say that in the opinion 
of the writer of these notes, all who have participated in the respon- 
sibilities of the government of hospitals, with any care for finance 
and accounts, will agree that it is a complete exposition of a modern 
system of such financial control as is needed. It would be a cause 
of satisfaction to me as a subscriber to any hospital to know that these 
principles and practices were to govern the uses made of my money. 


Yes, and Albert Thomas 


By E. J. PHELAN. (London: The Crescent Press, Ltd.) Pp. 271. tos. 6d. net. 
IT is always a great inspiration to visit the International Labour Office 
at Geneva but it was a greater to watch Albert Thomas at work in 
Committee and Council or to talk to him about the day-to-day 
problems that were the subject of his administration, though it was 
difficult to put a case to Albert Thomas because one felt that he had 
seized the argument before it was half expressed and had thought 
of the reply. As a journalist, a politician, a member of the French 
Cabinet, and an Ambassador, Albert Thomas’ work can be appraised 
against a known background and measured by common standards. 
As the first Director of the International Labour Office his position 
was unique and there are no comparisons that will serve. 

He determined that the Office should be an instrument of action 
in a living sense, not just a machine for collecting and sifting informa- 
tion. His profound sympathy with the aspirations of the workers, 
his political sense and his amazing energy were the mainsprings of 
his life. The object which the International Labour Office was 
designed to achieve, social justice, was the ruling and consuming 
passion of his life. Although sometimes he made excessive demands 
on his staff, he had the gift of securing enthusiastic efforts from them, 
and the spirit and purposes of Albert Thomas are securely identified 
in the Office after his death, and will continue. 

Although he was accused of being a theorist and a doctrinaire, 
Albert Thomas was essentially a practical man, who cared most of 
all for results. He had an amazing mastery of the subjects which 
came up for discussion and although he was constantly travelling he 
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was astonishingly conversant with all details of the work. Indeed, 
it was said with truth that he was always on duty, for wherever he 
was he received daily reports on events in the Office. His memory 
for and his grasp of detail were astonishing. He had great patience 
and he wanted always to carry his staff with him. It was extremely 
rare for him to give an order. He was fond of opening his mind in 
the presence of his staff, and it was common for him during conversa- 
tion suddenly to stretch out his plump hand to find a bell-push and 
then to dictate to a stenographer in a style marvellously succinct and 
telling. He never paused for a word or seemed to require time to 
arrange his thoughts. Sentence after sentence, admirably worded, 
came from his lips at the rate of an ordinary conversation and fell 
into ordered paragraphs. All the man’s powerful personality seemed 
to be focussed on each task as it arose and the result was almost 
physically overpowering. 

Albert Thomas’ knowledge of languages was not one of his strong 
points. He knew a good deal of German, could read it with ease, 
and could speak it with sufficient facility if he was obliged. When he 
went to the International Labour Office he knew no English, but in 
course of time he acquired sufficient to read English documents and 
to be able to follow speech. Indeed, I have conversed with him in 
English, but he seldom ventured to express himself publicly in English 
until he visited the United States in 1923. There is no doubt that his 
lack of knowledge of English, and not only of the language but of 
English ways and methods, was a serious handicap to him, more 
particularly in the early days of his Directorship. Albert Thomas was 
less successful in gaining the confidence of the British than of other 
people. They were slow to understand him and the barrier of 
language was a permanent obstacle. 

He had a profound antagonism to what he called bureaucratic 
methods, and no sympathy with the idea that simple rules could be 
laid down for simple cases and such cases disposed of rapidly by 
junior officials, leaving their superiors more time for the consideration 
of more important questions. The Office officials knew that the 
Director did not consider them as obscure cogs in a vast machine but 
as collaborators with whose work he was familiar and with whom, 
of whatsoever rank, when occasion arose he would discuss the work 
they were performing. He never hid from them his defeats or his 
disappointments, nor the perils of the coming struggles. He wanted 
the humblest copyist or clerk to realise that in spite of the monotony 
of the work, he or she was an indispensable unit in an organisation 
towards which a tormented and bewildered world was turning for 
assistance in its distress. 

Every approach to the Office, if it gave any opening at all, was 
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utilised as an opportunity of getting the Office known and securing 
support and sympathy for it. The Director signed all letters and so 
knew all that was going on. Everything he read and signed he 
remembered. When he met, even at a considerable interval of time, 
someone to whom he had written, or rather signed, a letter, he seemed 
to be able to recall the correspondence to his mind as if it were spread 
before his eyes. 

On an average Albert Thomas spent nearly twenty weeks a year 
travelling. When death intervened he was on the point of starting 
for Turkey, Iraq and Persia, and after that only India, Australia, 
New Zealand, South Africa and South America remained to complete 
a world programme such as no other statesman ever deliberately set 
out to achieve. These journeys were planned in the dual endeavour 
to keep in constant personal touch with the great political centres and 
to establish direct and periodical relations with every member of the 
Organisation. He did not enjoy travelling, for he was a bad sailor 
and for sea journeys he had a positive distaste. On land he travelled 
by night whenever possible to save time and, never a good sleeper, 
he slept badly (often not at all) in trains. Moreover, he worked, if 
anything, more intensively when on a journey, for when he travelled 
he remained, in a sense, in Geneva, by arrangements which enabled 
him to maintain his personal control of all Office affairs, and his 
detailed knowledge of all its activities. 

Albert Thomas was a great orator, capable of capturing his 
listeners both intellectually and artistically, for he was a severe self- 
critic and took great pains to prepare his speeches. When he visited 
the United States it was necessary for him to speak in English and he 
was at great pains to improve his powers. In his public utterances 
there he used words that occassionally puzzled his audiences, and 
sentences that were unintelligible, but his listeners were fascinated by 
his voice and his gestures, and he held their concentrated attention 
by the force of his sincerity and conviction. He was probably the 
most formidable debater in the Socialist world, with every fact, 
figure and argument at his fingers’ ends. 

Mr. Phelan was in the Ministry of Labour before being attached 
to the International Labour Office and the delightful anecdotes in this 
book of this charming Irishman are told first hand. His purpose is 
not only to record impressions of the character of Albert Thomas but 
to show clearly how the Organisation, which Albert Thomas directed 
from its inception to his death, was built upon great ideals and pur- 
poses for social justice in face of opposition and manifold difficulties. 

Albert Thomas faced death gloriously. He had been warned that 
he was seriously over-working, but no argument or persuasion could 
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prevail upon him to cease his work. Perhaps he thought that he was 
impregnable and that the immense strength of his indomitable will 
could defeat any ailment. It was known in the International Labour 
Office that he was ill when he went to Paris in the early days of May, 
1932, but the news of his sudden death there was almost over- 
whelming. I had seen him just a few days before this and it seemed 
impossible to believe that this dynamic personality had gone. I 
formed one of a great body of mourners when in his native town of 
Champigny some days later his body was laid to rest, amid the sorrow 
of his own people and the plaudits of members of the French Govern- 
ment, Ambassadors, representatives of employers, trade unions, the 
League and many others. 

He was the dominating figure in the International Labour Office. 
His personality overshadowed all others; he had secured the un- 
challenged leadership of the Organisation which had been committed 
to his charge and he had seemed to embody in his own person the 
will and energy of a world-wide movement. But the seeds which 
Albert Thomas had sown produced their harvest and the reapers were 
trained and ready. There was deep sorrow at the loss of a leader as 
loved as he was admired, but, led by Harold Butler and E. J. Phelan, 
the work goes on. 

All who are interested in social legislation or in the science of 
administration should read this very well written and most interesting 
book. It is a record well worth writing and one that probably no one 
else could have written, for no other had the intimate knowledge of 
Albert Thomas and his work possessed by Mr. Phelan, who had been 
closely associated with him throughout, both at Geneva and in many 


of his most important journeys. 
BE. 1. 


Shanghai Municipal Council: Report for 1935 and 
Budget for 1936 


(Shanghai: North China Daily News and Herald, Ltd.) Pp. 439. n.p. 


Tus is the Annual Report of the body administering the Shanghai 
International Settlement, which has a population. of 1,160,000, of 
whom 1,121,000 are Chinese. The French Concession, with a 
population of 479,000 Chinese and 19,000 foreigners, is separately 
administered, as is of course the Chinese City, with a population of 
nearly 2,000,000 more. 

The diligent reader will pick out many items of interest from the 
voluminous contents of this excellent Report, but the oddest feature 
from the point of view of English local government comes right at 
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the beginning. This is a verbatim report of the Annual Meeting of 
Ratepayers with a list of those present. 

It was rather like a company meeting, where the Chairman gives 
a general account of the Board’s stewardship, shareholders, helpful 
and obstreperous by turns, comment on his statements and start 
their favourite hares, and the meeting disperses amicably after 
approving and adopting the report and accounts. In the same way 
the meeting of ratepayers had before it the Council’s Report and 
Financial Statement for the past year, and its Estimates for the 
forthcoming one. The Chairman of the Council made his statement, 
the final resolutions were duly passed (including formal approval of 
the estimated expenditure for the forthcoming year), a number of 
other resolutions were duly rejected (including one for abolishing 
the municipal orchestra and another for taxing or rating ‘‘ empties ’’) 
and the proceedings terminated with a decorous vote of thanks to 
the Chair. 

Further study of this ingenious means of combining government 
by elected council with government by mass meeting might provide 
harmless amusement for some of those who are anxious to reform 
the structure of local government at home. 

The International Settlement is a singular phenomenon in modern 
civil government, and for a close parallel we must go back to 
Naucratis. As we are without the Annual Reports of that lively city— 
Herodotus’ references to its hetairai will be recalled—a comparison 
of the work of the Shanghai Municipal Council with that of a modern 
English city will perhaps be more fruitful. 

The population of the Settlement is larger than that of Birmingham, 
but its rateable value is a good deal less—£5,150,000 as against 
£6,760,000. 

The Council’s income in 1935 was about £1,300,000, and it is 
interesting to see where it came from, in comparison with the sources 
of revenue for London and the County Boroughs of England and 
Wales, as shown in the Local Taxation Returns:— 














Shanghai London and County Boroughs 
Source Per cent. Source Per cent. 

Rates ie. Do eee a 46 Rates Fs is" 34 
Land Tax ... é 29°5 Government Grants wa 20 
Public Undertakings and Trading Services .. ia 32 

Tradings and bapa Fees, Rents, Recoupments, 

Services.. ; a 9°5 etc. a ae oa 12'S 
Licence Fees and Dues ote 14°5 Other aut ws bi re 
Other We Ae s 
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To the English student the most significant points in the Shanghai 
figures are the presence of a Land Tax (at 0-7 per cent. on the 
assessed value of all land) and the absence of Government Grants, 
which in England become a larger element in local revenue with 
each successive decade. 

The Council’s ordinary (revenue) expenditure was divided as 
follows :— 


Per cent. 

Police and Volunteer Corps ... i =F 40 
Education and Libraries 9 
Health Department ... vith se ide 8 
Public Works Department... nee ea aI 
Fire Brigade ak re 5 
Loan Charges, etc. ui 9 
Administration and Miscellaneous 8 

100 


Differences in classification make it impossible to establish a satis- 
factory. comparison with English cities, but the heavy burden of 
Police and Volunteer Corps illustrates a position few English councils 
would envy. The armament of the police, by the way, is stated to 
include 35 Thomson guns and 5,770 other firearms, and their func- 
tions include the supervision of ricshas, which, as other parts of the 
Report show, raises a number of problems which might tax the 
ingenuity of Mr. Hore Belisha himself. Less is spent proportionately 
on education than in England, but how many English cities spend 
#15,000 a year—or nearly I per cent. of the total expenditure—on a 
municipal orchestra and band? 

Problems of health and housing must be extraordinarily difficult 
in a city like Shanghai, and it is a remarkable tribute to the efficiency 
of the Council’s health services that the death rates per 1,000 in 1935 
were only 11°98 (Chinese) and 12°54 (European) ; in 1934 they were 
14°25 (Chinese) and 11°34 (European). These are lower figures than 
those for England and Wales down to the War (the figure for 1935 
is I1°7), but the Chinese statistics are apparently incomplete. There 
does not appear to be any municipal housing. 

38,000 children attend grant-aided Chinese schools, and 6,000 
attend Council schools, but it is obvious that these can only 
cover a part of the child population of the city. Grant-aided schools 
for foreign children contain 5,200 pupils (nearly three-quarters 
of them Japanese)-—naturally a much higher proportion of children 
than among the Chinese. The Council are steadily building up a 


454 
































Reviews 


comprehensive School Medical Service to cover all Chinese schools, 
whether Council or grant-aided. 

Altogether the Report is full of interest to anyone who wishes to 
see how problems, in some ways so like and in others so unlike 
those familiar to everyone concerned with local government at home, 
are tackled ten thousand miles away on the shores of the China Sea. 

K. McG. 


Law Reform 


Second Report of the Judicial Council of the State of New York. Pp. 264. 
(Albany: J. B. Lyon Company, 1936.) 

THE Judicial Council of New York State is a body of eminent lawyers 
and laymen under the Chairmanship of a State Chief Justice. This 
Report, for 1935, makes a number of important concrete proposals 
for improvements in the law of that State, and claims that these 
represent the views of both bench and bar. The report itself is a 
little condensed and technical; but it is supplemented by highly 
illuminating expositions of the individual proposals. The whole 
volume is a good example of careful planning of legal reform. 

Several of the recommendations arise from the present alarming 
congestion in some of the courts in New York State. As an 
expedient to meet this problem, the Council proposes the temporary 
emergency assignments of judges from one part of the judicial 
system to another: a much more serious innovation than we, with 
a ‘‘ flexible ’’ constitution, readily realise. Further relief may result 
from one of the Council’s previous suggestions having been made law; 
for, through it, official referees are now available to hear small claims, 
thus releasing justices for more important work. 

The Council makes a number of proposals to speed up procedure. 
At present, a New York party may, by skilful legal skirmishing, 
almost indefinitely delay the bringing of a case. To defeat such 
questionable tactics the Report suggests that, failing ‘‘ joinder of 
issue ’’ by agreement within forty days, either party may straight- 
way have a case put upon the court calendar for trial. As a further 
mode of clarifying the issues more quickly, the Council recommends 
that either party may, before trial, examine upon oath the other 
party or his employees—but not his witnesses. In this group, too, we 
may place a suggestion making it more easy for a defendant to get 
from a plaintiff ‘‘ particulars ’’ of his claim. 

We now come to more controversial matters; but it is difficult to 
challenge the Report’s proposal that public officials should not be 
allowed to engage in private legal practice—as the prestige of their 
position gives them an unfair advantage; yet most readers will wish 
that the pros and cons had been weighed in one of the supplementary 
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studies. Other recommendations of a “‘ disciplinary ’’ nature are 
that attorneys should be forbidden to publish matter concerning 
pending cases, and that there should be no broadcasting or photo- 
graphing of proceedings in Court. With this last recommendation 
few English readers will disagree. 

As one might expect, discussion of jury trials bulks largely in the 
Report. Already, as a result of a constitutional amendment adopting 
a suggestion in the First Report, a five-sixths jury verdict is sufficient 
in civil cases—unanimity is not essential. The current report proposes 
that the prisoner should be allowed to waive the right to a jury trial 
in non-capital criminal cases, as he is already able to do in England 
even for some indictable crimes; that women be eligible to serve as 
jurors; and that the classes of citizens exempted from jury service 
be greatly reduced. At present, seventy-five per cent. of the citizens 
of New York City are exempted; exemption has become a valued 
social distinction; and the calibre of juries has suffered accordingly. 
In proposing to reduce the number of privileged classes from fifteen 
to six, the Council’s criterion seems to be that only those citizens 
should be exempted whose absence might cause serious incon- 
venience to the community (e.g., policemen), or who are unsuited 
for serving on a jury because of their profession (e.g., clergymen). 
If my induction of the latter part of the criterion is correct, one is 
left wondering why religion and law are thus deemed incompatible. 

We may note two recommendations in connection with evidence. 
One is an overdue reform—that a party may be allowed to impeach 
his own witness by confronting him with his prior inconsistent state- 
ment in writing or on oath. The next proposal is of more doubtful 
wisdom—that, in addition to the Court, prosecuting counsel may be 
allowed to comment on the prisoner’s failure to testify on his own 
behalf. One fears that this alteration, though not illogical, might 
lead to an unwelcome change in the traditional attitude of prosecuting 
counsel in English and American courts. 

A proposal which may interest readers of this Journal is aimed at 
facilitating actions against public bodies, such as municipal corpora- 
tions, by increasing or specifying more clearly the representatives to 
whom process may validly be served. 

Such are some of the most interesting recommendations of this 
report. Too many of the proposals read as if they were based on 
more or less isolated diagnoses of diseases which, after all, affect 
one organism, ‘‘ The Law.’’ There is not sufficient consideration of 
legal problems from the point of view of jurisprudence. And there is 
little attention to Administrative Law: though there the need for con- 
structive reform is notorious. In spite of these possible grounds for 
criticism, the Council is undoubtedly doing invaluable work. 

E. E. 
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NOTES ON ADMINISTRATIVE LAW 


By W. Ivor JEennincs, M.A., LL.D. 
Liability of Public Authorities. 

Severa! factors combine to confuse the law relating to the liability of public 
authorities. The first is the manner in which the Crown throws its august mantle 
to protect its servants. This factor would be less important if servants of the 
Crown were labelled like animals at the Zoo, so that we could recognise them 
when we saw them. Except in a few cases (e.g., the Unemployment Assistance 
Board and the Commissioner for the Special Areas), nothing approaching this 
simple system is done. The courts have not assisted by their decisions; indeed, 
they have made confusion worse confounded. Gilbert v. Trinity House Corpora- 
tion [1886], 17 Q.B.D. 795, is intelligible; so is Dunn v. Macdonald [1897] 1 Q.B. 
401. Graham v. Public Works Commissioners [1901] 2 K.B, 781, is nonsense; 
and its meaning is in no way elucidated in Roper v. Public Works Commissioners 
[1915] 1 K.B. 45, and Public Works Commissioners v. Pontypridd Masonic Hall 
[1920] 2 K.B. 233. The question will become urgent if Parliament continues 
the process of setting up statutory authorities more or less appending to the 
recognised Government Departments. 

The second factor is the chaotic condition of the English law of torts. No 
doubt during the course of the next hundred years the courts will have found out 
the implications of Donoghue v. Stevenson [1932] A.C. 562. For it is the great 
merit of the law of England that, whereas benighted foreigners try to make their 
law intelligible from the beginning by setting down a few simple rules, the law 
of England proceeds by the surer and more majestic method of adding precedent 
to precedent until in the course of centuries it acquires perfection and, presum- 
ably, intelligibility. In the meantime, Donoghue v. Stevenson, as a number of 
recent cases, including Otto v, Bolton [1936] 2 K.B. 46, already show, merely 
adds to the confusion. 

The third factor is that most public authorities outside the sheltered haven 
of the Crown (and even some inside) are corporations. This factor produces 
difficulties because it is by no means certain what is an ultra vires tort, and 
what its effect would be if one knew what it were. Since the doctrine of ultra 
vires in its modern form is no more than ninety years old, it is, perhaps, a little 
hypercritical to’ expect certainty on this point as yet. 

Finally, and it is this factor which we wish to discuss, the question of the 
liability of a public authority usually arises in connection with the performance 
of a statutory duty. The position is clear enough where the authority has a 
statutory power to do an act but not a statutory power to commit a tort in 
doing that act. Here, apparently, the question of ulra vires does not arise. 
For if the authority has power to establish a smallpox hospital, as in Metropolitan 
Asylums Board v. Hill [1881], 6 App. Cas. 193, or to establish a power station, 
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as in Manchester Corporation v. Farnworth [1930] A.C. 171, and it is not expressly 
authorised to commit nuisance, then any nuisance caused by the act is attribut- 
able to the authority. The liability of the local authority is in every case to be 
determined by the statutes; but, as was said by Mellor J. in Coe v. Wise, 5 B. & S. 
440, in the absence of anything in the statutes showing a contrary intention, 
the rule of construction is that the Legislature intended that the liability of 
corporations should, to the extent of their corporate funds, be co-extensive with 
that imposed on the owners of similar works. It was accordingly held in the 
leading case of Mersey Docks and Harbour Board v. Gibbs [1866], 1 H.L. 93, 
that a public authority was, in the absence of special provisions, liable for the 
negligence of its servants in the same way and to the same extent as a private 
person similarly acting. 

The case of a statutory duty is, however, more difficult. Here the question 
of interpretation is not merely whether the public authority is liable to an action 
at common law to the same extent as a private person would be, but also 
whether it is intended that there should be a right of action at all. Given 
that there is a duty upon the authority, three conditions must normally be 
present before a person can sue the authority for breach of the duty. These 
are:—(1) the duty must be towards the plaintiff; (2) the plaintiff must have 
suffered damage as a result of the authority’s breach of duty; and (3) tue aamage 
must be such as was contemplated by the statute. It is unnecessary to quote 
the numerous cases on this point; but it may be noticed that the cases disclose 
no intelligible principle for determining whether the first condition is satisfied. 
On the one hand may be cited Baron v. Portslade U.D.C. [1900] 2 Q.B, 588; 
Blackmore v. Mile End Old Town Vestry [1882], 9 Q.B. 45; White v. Hindley 
L.B. (1875), L.R. 10 Q.B. 219; Papworth v. Battersea Corporation [1914] 2 K.B. 
89 (reversed on appeal for different reasons); Carpenter v. Finsbury B.C. [1920] 
2 K.B. 132; and Sheppard v. Glossop Corporation [1921] 3 K.B. 132. On the 
other hand there are cases where liability has been denied: Glossop v. Heston 
and Isleworth L.B. [1879] 12 Ch.D. 102; Stretton’s Derby Brewery Co. v. 
Derby Corporation [1894] 1 Ch. 431; Saunders v. Holborn District Board of 
Works [1895] 1 Q.B. 64; Robinson v. Workington Corporation [1897] 1 Q.B. 619; 
Craib v. Woolwich B.C. [1920], 26 T.L.R. 630; and Hesketh v. Birmingham 
Corporation [1924] 1 K.B. 260. 

Usually, however, the question cannot be framed in so simple a way. The 
cause of action is normally not a simple breach of a statutory duty, but nuisance 
or negligence in the exercise of a statutory duty. In order that such a claim 
may succeed, there must be a duty towards the person injured. Negligence is one 
of the methods by which the statutory duty is not carried out, while a nuisance 
arises because of the breach of the statutory duty. The problem is particularly 
difficult in relation to the maintenance of sewers, for there is a statutory duty 
to maintain, though persons have a right to connect up with the sewers. (The 
law on this point will be altered when the Public Health Act, 1936, takes effect). 
Here a completely irrelevant notion intervenes, the notion that local authorities 
are not liable for nonfeasance. It is essential in this connection to notice that 
the leading case of Mersey Docks and Harbour Board v. Gibb (sup.) was in fact 
a case of negligence by nonfeasance. The essential question in connection with 
sewers is not whether the authority is liable for nonfeasance but whether it owes 
a duty, to a person who is injured as a result of the failure of the authority to 
provide adequate sewers. It is clear from the cases that the duty is one owed 
to the public and is to be enforced by complaint to the Minister of Health, and 
not a duty to any individual. The cases, and especially Harrington v. Derby 
Corporation [1905] 1 Ch. 205, certainly lay down the rule that the authority is 
liable for misfeasance but not for nonfeasance. But the confusion can be simply 
explained. If the sewerage authority does nothing, so that the sewers become 
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inadequate owing to the making of connections by owners of premises, the 
authority has simply failed in its duty to provide adequate sewers, a duty which 
is not enforceable by action. If, on the other hand, the local authority pour 
sewage from one sewer into another so that the latter becomes inadequate, as 
in Dent v, Bournemouth Corporation [1897] 66 L.J.Q.B. 395, the question of 
statutory duty does not arise. The authority have stored a dangerous substance 
on their property, and in accordance with the rule in Rylands v. Fletcher they 
are liable for the nuisance. If the facts in Hesketh v. Birmingham Corporation 
[1924] 1 K.B. 260, are examined, it will become clear that the cause of action 
there was negligence in failing to provide adequate sewers; and since there is no 
duty to a private individual, there is no liability for such alleged negligence. 

The question as regards highways is of somewhat different a character. 
Here the duty arises not under statute but under common law. In the absence 
of a duty in anyone else, it was formerly imposed on the parish; and in the case 
of a bridge it was imposed on the county. These duties were transferred to 
the existing authorities by statute, but it remains a common law liability. Follow- 
ing old cases, it was laid down in Cowley v. Newmarket B.B. [1892] A.C. 345, 
that the duty was not enforceable by action for damages by a private person; 
but there are plenty of cases which decide that a highway authority, like a private 
person, must not interfere with the common law right of the citizen to use a 
highway for passing and repassing. Again, therefore, the authority is not liable 
for nonfeasance, but is liable for misfeasance. 

It will be seen that these cases (and, it is believed, in all cases im which it 
has been said that a local authority is liable for nonfeasance but not for non- 
feasance) do not lend themselves to a generalisation that statutory public 
authorities are liable for misfeasance and not for misfeasance. Any such generali- 
sation is quite contrary to the decision in Mersey Docks and Harobur Board v. 
Gibbs. A local authority is liable for nonfeasance where, without statutory 
authority, it breaks by negligence or otherwise a statutory duty owed to any 
person, It is presumably, on this basis that the decision in Guilfoyle v. Port of 
London Authority [1932] 1 K.B. 336, where it was held that where liability to 
maintain a bridge was imposed by statute on the public authority, the rule in 
Cowley v. Newmarket L.B. did not apply. And it is on this basis that the 
decision of the Court of Appeal in the recent case of Skilton v. Epsom and 
Ewell U.D.C. [1936] 52 T.L.R. 494, must be defended. 

In this last case, which has called forth the above exposition, the claim 
was for damages caused by a stud let into the highway. The plaintiff was 
cycling along the road near the studs when a motor car passed. A stud flew 
up and hit her front wheel, whereupon she descended somewhat more rapidly 
than was her wont and suffered injury. The highway authority had statutory 
authority to insert the studs for traffic purposes; but, in accordance with well- 
established rules already referred to, they had no power to insert studs in such 
a way as to be a nuisance to the highway. Unless it could be held, therefore, 
that the insertion of the stud was part of their function of repairing the highway, 
the authority was liable in accordance with the principle of Mersey Docks and 
Harbour Board v. Gibbs. A consideration of the Road Traffic Acts showed that 
they had nothing to do with the repair of highways, but were directed towards 
the control of traffic. Indeed, the authority exercising functions under those 
Acts is not necessarily the highway authority. The authority was therefore held 
liable. 

This case is, it may be hoped, the last nail in the coffin cf the idea that a 
statutory public authority is not liable for nonfeasance. Let it be repeated: 
such an authority is liable for nonfeasance wherever a duty is owed to the 
person injured; and such a duty arises either by the common law in the case 
of ordinary torts, or by reason of statutory provisions imposing duties. 
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What is a Government Department? 


As is suggested in the note above, anyone who believes that a servant of 
the Crown is like an elephant in that, though he is incapable of being defined, 
he can be recognised when he is seen, might look at Graham v. Public Works 
Commissioners [1901] 2 K.B. 781. With the growth of quasi-governmental 
bodies under recent “‘ capitalist socialist ’’. legislation, the problem is becoming 
acute. In Rowell v. Pratt [1936] 2 K.B. 226, the Court of Appeal had to con- 
sider whether the Potato Marketing Board was a Government Department. The 
question was whether the Secretary of the Board could refuse to produce a 
return made by the plaintiff to the Board when ordered to produce it under a 
subpoena duces tecum. He claimed privilege on the ground that the Board was 
a Government Department. The Court of Appeal, Greer L.J. as usual dis- 
senting, decided that it was not, ‘‘Its statutory powers, which require a 
poll of the registered producers to be taken, as well as the approval of the 
Minister, and many other protections that the Scheme be representative of the 
industry, all point to its voluntary nature, albeit it is, in a sense, the creation 
of legislation ’’: so said Slesser L.J. Greene L.J. put it slightly differently: 
‘* The Potato Marketing Board is not a Department of State. On the contrary, 
the scheme of the Agricultural Marketing Acts is to set up machinezy for self- 
government in the iridustry affected, and the Board is nothing more or less 
than a domestic executive body which the Legislature has thought fit to entrust 
with statutory powers.’’ 

This appears to apply to all the marketing boards. Does this mean that the 
Herring Fishing Board, for instance, is at present a Government Department 
because no elections are held, and that it will cease to be such a Department 
if an when elections are held as provided by the Act? What, too, of the 
selling commissions under the Coal Mines Acts? Or the Racecourse Betting 
Control Board? Or the Wheat Commission? Certainly they appear to be 
‘* public bodies ’’ for the purposes of the Public Authorities Protection Act, 1893: 
see R. and W. Paul, Ltd. v. Wheat Commission [1936] 52 T.L.R. 702, a House 
of Lords’ decision. 


The Purposes of Housing. 

The decision of Swift J. in Marriott v. Minister of Health [1936] 100 J.P. 41; 
34 L.G.R. 13 (referred to ante p. 335), has been affirmed by the Court of 
Appeal: 34 L.G.R. 401, though without reference to the principles of natural 
justice. The Court decided that where a local authority had passed a resolution 
declaring an area to be a clearance area and had then proceeded to make an 
order for compulsory purchase, the Minister of Health had no power to confirm 
that order in relation to a particular piece of land if the buildings on that land 
had been pulled down by the owner between the making of the order and the 
local inquiry. It does not appear whether tha land had some sentimental value 
to the owner and that he was afraid that the arbitrator would harden his heart 
and consider only the market value, or whether his action had some connection 
with the ‘‘ reduction factor’’ of s. 46 of the Housing Act, 1925, which has 
now been abolished by the Housing Act, 1935, and finds no place in the Housing 
Act, 1936. Since property owners usually have no sentiments, the latter may 
perhaps be assumed. Whatever the reason, this particular owner succeeded in 
defeating the local authority. Since the local authority was acquiring the land 
to pull down the houses, they could not acquire it if the houses were pulled 
down. 

It is interesting to see how this result was achieved. Slesser L.J. began 
with the assumption that he was making a literal interpretation of what the 
Act said, and ended by persuading the Act to say something which it did not 
say. Romer L.J. started with the remark that there was little in the Act to 
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throw light on the question, considered what he conceived to be the purpose 
of the Act, and ended, like Slesser L.J., by reading into the Act something 
that was not there. In other words, Slesser L.J. found in the Act something 
which led to the conclusion that something else was in the Act though the Act 
said nothing about it. Romer L.J. said that there was nothing in the Act but 
read into it what Slesser L.J. found in it. 

The method adopted by Romer L.J. is that permitted under the rules laid 
down by the Barons of the Exchequer in Heydon’s Case. Seek out the mischiefs 
at which the statute is aimed and interpret the Act, in the event of ambiguity, 
so as to remedy the mischiefs. ‘‘ The object of this Act,’’ he said, ‘‘ is to enable 
the local authority to enforce the clearance of unhealthy areas.’’ In part, and 
in part only, that is true. There is a dozen other objects. In particular, the 
Act seeks to provide for the displaced tenants. If the landlord clears, he may 
make no arrangements for his tenants but just turn them into the streets. If 
the local authority clears, the tenants have to be rehoused, and the Exchequer 
grant is available for the purpose. Moreover, if the landlord clears, he can do 
what he likes with the land, subject to building bye-laws, planning schemes, 
etc. If the local authority purchases the land, it can re-develop it according to 
an ordered scheme. To interpret the statute on the basis that its object has 
been achieved when the site has been cleared is to ignore a substantial part of 
the Act. The interpretation given by the Court of Appeal has not carried out 
the purpose of the Act but has frustrated it. 

The words of the Act certainly do not compel the interpretation given. 
Reliance was placed upon the power of the Minister to modify the order. There 
is, however, no direction that the Minister is to modify if unhealthy property 
has been demolished. Certainly if the Minister considers that the property 
was not unhealthy he must either delete it from the schedule or bring it in as a 
‘* pocket ’* under s. 3 of the Housing Act, 1930. There is nothing to suggest 
that if it has ceased to be unhealthy the modification must be made. 

There is, too, a serious difficulty. If the Minister must modify because 
the land has been cleared before the local inquiry, he must presumably modify 
if it has been cleared since the local inquiry. Slesser L.J. mentioned this point 
and said that he was not deciding it. But it follows from Errington v. Minister 
of Health [1935] 1 K.B. 249, that nobody can give him information on the 
point because his function is ‘‘ judicial.’’ The point is, however, left open. 
This, certainly, is the last thing that administrative authorities desire. Since 
the commen law never attains the ideal for a few hundred years, there may be 
something to be said for leaving a question open. In administrative law five 
years is a long time; and the leaving of loose ends is a most undesirable practice. 


Liability for the Negligence of Doctors, 


An even worse example of loose ends is to be found in the decision of the 
House of Lords in Lindsey County Council v. Marshall [1936] 52 T.L.R. 661. 
A local authority, being a corporation, rarely commits a tort. It is, however, 
frequently made liable for the torts of its servants in accordance with the 
ordinary rules’ of the law of master and servant. In Evans v. Liverpool 
Corporation [1906] 1 K.B, 160, Walton J. created an exception to the ordinary 
rule. In that case the plaintiff's child. was taken to a fever hospital suffering 
from scarlet fever. It was subsequently discharged on the doctor’s orders as 
recovered. In fact, however, it was still in an infectious condition, and three 
other children of the plaintiff caught the disease. He thereupon sued the 
hospital authority for the negligence of its servant. Walton J. held that the 
local authority was not negligent. Its duty was fulfilled when it appointed a 
competent medical officer. If this argument were applied generally, a local 
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authority, and above all the Crown, would never be liable. The employer 
would carry out his duty by employing a competent dustman, or postman, or 
Secretary of State. However, this exception to the general rule was followed 
by the Court of Appeal in Hillyer v, St. Bartholomew’s Hospital Governors 
[1909] 2 K.B. 820, and has become an accepted part of the law. It was, for 
instance, applied by the Court of Appeal in Marshall v. Lindsey County Council 
[1935] 1 K.B. 576, and by Horridge J. in Strangways-Lesmere v. Clayton [1936] 
2-3. 3i. 

However, English law does not obtain perfection until the House of Lords 
has pronounced, and until the present year that House was not asked to pro- 
nounce. In Lindsey County Council v. Marshall it was asked to do so. The 
Plaintiff was admitted to a maternity home as a private patient. In the home 
there had been a case of puerperal fever, but neither the plaintiff nor her medical 
adviser had been informed. The plaintiff caught the infection and sought to 
recover damages. The jury had found that it was a breach of duty on the part 
of the local authority not to refuse admission, and also that the plaintiff’s 
husband and medical adviser ought to have been informed. The case came to 
the House of Lords on the second point, and the House held that the local 
authority was liable. The exact point of the decision is not clear. -It appears 
that the case was regarded as one of tort and not of contract, though according 
to Lord Wright M.R. it did not matter which it was. Certainly the, House did 
not consider the question of the liability of the local authority for the negligence 
of medical advisers. Considerable doubt was thrown upon the previous 
decisions, but all the members of the court made it clear that they were not 
considering them. According to Lord Hailsham L.C,, it was open to the House 
to review the earlier decisions, but ‘‘ that review should only take place in a 
case in which the point is directly raised.’’ The case was apparently decided 
on the ground that this was not a matter of medical treatment, but of adminis- 
tration, and the authority was responsible in the same way as in other cases. 

Few will quarrel with the consequences of the actual decision. Local 
authorities have so many opportunities to injure private persons that it is a 
just rule that they should pay for the negligence of their servants. Indeed, it 
would be a just rule to make the Crown pay for the negligence of its servants. 
The exception for medical officers is quite illogical, and there is really no ground 
for it. No harm would have been done if Walton J. had never created the 
exception. The difficulty lies not in the rule which may be laid down but in 
the defect of the case system which the present decision exhibits. Here is a 
tule which has been assumed to exist for thirty years. Now the House of 
Lords points out that it has never been considered by the only tribunal capable 
of giving a final decision, subject to Parliament. Accordingly, nobody now 
knows whether the hospital authority is liable or whether it is not, Here is a 
** loose end ’’ indeed. Presumably, the lower courts will begin considering the 
situation anew. Some will point out that Lord Hailsham obviously did not 
think that the exception existed; others will indicate that Lord Macmillan 
thought that it did. Accordingly, the law will be unsettled until some modern 
Hampden decides that he will fight the local authority to the last ditch even 
if the last ditch is the Bankruptcy Court. How much easier it would be if 
someone could go to the House of Lords and say: ‘‘ Gentlemen, will you please 
tell us what the rule on this point is? ’’ But that, as we know from the debate 
which took place in 1928 when the Minister of Health made a much more 
modest suggestion, is just what Charles I (in this respect not of blessed memory) 
did three hundred years ago; and Charles I lost his head for upsetting what 
some of the lawyers conceived to be the English Constitution. 
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THE STATE AND THE SOCIAL PROBLEM 
By C. H. W. Murpuy, M.A. 


DovuBILess in common with many others interested in Social Science, I read 
with close attention Professor Carr-Saunders’ article on ‘‘ The State and the 
Social Problem ’’. The plea for a recognition by public opinion of the enduring 
value of the professional social services, such as those relating to public health 
and education, was noted. That these services could serve a prosperous community 
in which the ‘‘ temporary ”’ services were not needed to provide the basic neces- 
sities of life, was appreciated. A co-ordination of these professional services locally 
may or may not be practicable, particularly when it is remembered that 
domiciliary treatment under the National Health Insurance Scheme by the Dis- 
trict Medical Officers was short-lived. On the assumption that the ‘‘ temporary ”’ 
services are so called in the earnest hope that yood times are round the corner, 
it is not clear whether, in the meantime, local or central control of them is 
advocated, although, by either standard, present arrangements are said to be 
inadequate. 

Indeed it is the manner of the criticism of these temporary services which 
itself seems open to criticism. Firstly, there is, at least, a reasonable doubt 
whether public opinion does demand a higher standard of life for the unemployed 
than for the sick man. In view of a comparison of the relief scales of Public 
Assistance Committees for the sick and the able-bodied, and the practice of 
supplementing unemployment insurance benefit, there is something to be said for 
the opposite opinion, Secondly, if the need for separate treatment of those avail- 
able for and capable of work is only supposititious, is that supposition strengthened 
by pointing out that the contractual rates of National Health Insurance Benefit 
are less than the contractual rates of Unemployment Insurance Benefit? A case 
for an increase in the contractual rates of National Health Insurance is not made, 
possibly because it is felt that a national fund should be solvent. The remaining 
inference, therefore, seems to be that in a well ordered society these uneven 
contractual benefits would be superseded by general state maintenance. On this 
argument, the immediate importance of the co-ordination of the professional 
services is a small matter compared with the new administrative machine that 
would be needed to replace the existing ‘‘ experimental ’’ services. Is it con- 
sidered that the facts warrant such a step? 

Furthermore, the present handling of the unemployed problem is stated to 
be faced with an insurmountable difficulty which would not exist in a fully 
socialised state—the difficulty of correlating a given continuous rise in unemploy- 
ment benefit and assistance with a given tall in rates of wages. If the increased 
cost of the mechanism of the fully socialised state was more than offset by the 
saving in social waste, a reduction in rates of unemployment pay to follow falling 
wages would still represent a decline in the standard of living which, so far as 
Continental experience can show us, would not be a whit less painful than if it 
occurred in our present state of society. If this is the main reason for urging 
direct political control over all aspects of the unemployment problem, it will 
not arise in fair weather, and events have already shown that in foul weather 
even indirect political control is responsive. 

On pages 137 and 138 of the Report of the Committee on Ministers’ Powers, 
a view is advanced that further socialisation of the State means a further dele- 
gation of “‘ political ’’ control. It is not unanimously held, therefore, that such 
delegation, in any event, is only appropriate to purely technical services. Apart 
from this consideration—which, indeed, it is arguable does not apply to the 
arrangements made under the Unemployment Act of 1934—the value of adminis- 
trative discretion should not be underestimated by reason of the use of the 
term ‘‘ political ”’, which is quite different, and itself means very different things 
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to a member of a parish council or to a delegate to the Congress of the United 
States of America. Administrative discretion is a technique already working out 
practical standards in housing and traffic problems, for example, and may be of 
value in arranging for ‘‘ the training and assistance of persons who are capable 
of and available for work ’’. 

In the field of social ethics it seems arguable that a system of charging, in 
the first instance. the cost of sickness and unemployment upon the industry 
in which it arises, reveals a higher standard of social responsibility than the 
alternative of placing all troubles at the door of the State. Beyond a certain 
point, the extension of State control is the measure of the failure of democracy 
to develop the individual. In this country it may be that liberty is still not a 
bad horse and can be ridden to useful purpose. 

From the foregoing it is clear that of the suggested defects in the centralised 
handling of unemployment, some allege an insufficient approach to the socialised 
state while others seem to indicate that the approach is too close, but no practical 
recommendation emerges from their consideration, 

It is stated, however, that control by locally elected bodies would be pre- 
ferable to the new administrative machinery. As local financial responsibility is 
not demanded, there is a prima facie case for questioning local administrative 
responsibility. Those who provide funds should have some say in the standard 
of need administered. Local authorities may not have been expeditious in co- 
ordinating their staffs of visitors in respect of their various social servces so that 
local control would mean, as it meant in the days of the Transitional Payments 
Committees, a duplication of investigation. The result of over-burdening local 
government so that actual control passes into the hands of very small minorities 
has been a continual complaint of local government itself. If the essential value 
of local administration is local experience, this has been preserved, under the Act 
in question, by the establishment of Advisory Committees. 

A function of criticism is to clear the way for a fresh advance. So whither 
are we bound? 


AN EXPERIMENT IN PUBLIC RELATIONS 
By R. S. R. Fitter. 


RECENT activities of the Post Office and the Ministry of Transport in the sphere of 
public relations have been in sharp contrast to the general dislike of publicity 
which appears to prevail in Whitehall, It may, therefore, be of interest to re- 
count the history of an experiment in health propaganda made under the auspices 
of the Ministry of Health on the occasion of the demise of the Empire Marketing 
Board in the autumn of 1933. 

The Empire Marketing Board, an outcome of the Imperial Economic Con- 
ference in 1923, began in July, 1926. its work of furthering the marketing in 
the United Kingdom of Empire products. One of its principal methods of 
publicity was the exhibition of posters on frames on specially selected sites, and 
by the end of March, 1930, the Board was renting 1,780 sites in 450 towns in 
Great Britain and Northern Ireland. At this time the Board was paying out 
about {15,000 per annum in rents, at a rate of £35 for sites on railway companies’ 
property, £30 for sites on the property of the Underground group, £25 for Office 
of Works or hospital sites, anything from {1 to /1o for sites on private property, 
and an average rate of one shilling for its 1,236 municipal sites. 

In July, 1931, the May Economy Committee recommended the abolition of 
the Empire Marketing Board, and after the subject had been discussed at Ottawa 
in the following year, it was finally decided to wind up the Board on 
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September 30th, 1933. There remained the problem of what to do with the 
1,665 poster-frames which were still in the Board’s possession. 

Accordingly, at the end of September, 1933, the expiring Board circularised 
all site-owners, thanking those who had freely placed at their disposal sites for 
their special poster-frames and stating that it had been decided to use the frames, 
the agreements for which mostly expired on November 30th, temporarily for other 
Government advertisements, pending a more deliberate consideration of their 
possible future employment. This publicity consisted in September of posters 
advertising the Ministry of Health’s slum clearance campaign, in October, of 
advertisements of the telephone and other services of the Post Office, and in 
November of telling the world about the work done by the Employment Ex- 
changes of the Ministry of Labour. 

This startling departure from official reticence was not, however, followed 
up by any further direct publicity about Whitehall. It was instead resolved to 
encourage the use of the frames by local authorities for health propaganda 
purposes under section 67 of the Public Health Act, 1925. The Ministry of Health 
therefore wrote on November 6th to all local authorities with sites in their areas 
to this effect. Two days later these local authorities also received a letter 
trom the Empire Marketing Board, explaining that the Government was prepared 
to present the frames to local authorities having them on their own property, 
free of charge. Frames on private property were also being presented free of 
charge to the site-owners, and the municipalities were recommended to get in 
touch with them without delay if it was desired to utilise these sites also. 

When this offer was made there were 1,644 poster-frames on sites in 458 
local government areas in Great Britain and Northern Ireland. Of these, 1,401 
frames and 393 areas were in England, 150 frames and 35 areas in Scotland, 63 
frames and 21 areas in Wales and 30 frames and 9 areas in Northern Ireland. 
Out of these 458 local authorities, 371, including 11 county councils, had 988 
frames on their own property. 

Thus there were 656 frames on private property, a very large proportion 
of which (278) were on the premises of railway or transport companies, mainly in 
the large towns of England and Scotland. This also included 43 frames on Crown 
property, 19 of which were on War Office land. Miscellaneous site-owners were 
co-operative societies, 9; gas companies, 11; hospitals, 8; churches, 16; 
breweries, 12; harbour and docks authorities, 10. The majority of the non- 
tailway private site-owners were industrial companies. 

The response to the Empire Marketing Board’s offer was that 305 local 
authorities accepted 824 frames, 241 private owners accepted 270 frames and five 
tailway companies accepted 262 frames. On the other hand, 56 local authoriues 
refused 170 frames, 73 private owners refused 81 frames and 5 railway companies 
refused 15 frames. Where frames were on sites belonging to Government De- 
partments, instructions were given for them to be available to local authorities 
at the nominal rental of a shilling a year. The 266 frames which the site-owners 
requested the Board to remove, together with 144 frames already stored with the 
Office of Works have since been sold. 

In December, 1933, the Central Council for Health Education circularised all 
the local authorities in England which had frames in their areas, offering sets of 
health propaganda posters at 7s. 6d. per frame per month, or £4 Ios. per annum. 
As a result of the response to this letter, the Central Council are now supplying 
144 local authorities in England with posters for 332 frames, in addition to four 
authorities in Scotland and three in Wales and Monmouthshire which take posters 
for 12 frames. The posters are produced in co-operation with the British Social 
Hygiene Council, the British Red Cross Society, the Dental Board of the United 
Kingdom, the Health and Cleanliness Council, the National Council for Maternity 


465 . H2 











Public Administration 


and Child Welfare, the National Milk Publicity Council, the Anti-Noise League, the 
National Safety First Association, the National Association for the Prevention of 
Tuberculosis, and the National Smoke Abatement Society. 

In the case of the 144 English local authorities, which are using the health 
propaganda posters supplied by the C.C.H.E., an analysis reveals some interesting 
facts, There were 393 local authorities. in England which had 1,401 frames in 
their areas, and of these, 319 possessed 853 frames on their own property. 
Probably at least 250 of the 305 local authorities which accepted frames from 
the E.M.B. were in England. The 144 local authorities which are buying posters 
from the C.C.H.E. consist of 98 municipal boroughs and urban districts, 41 
county boroughs (more than half the county boroughs in the country), 4 metro- 
politan boroughs and 1 county council. Of these, 29 boroughs and urban districts 
and 17 county boroughs are taking fewer posters than they had frames on their 
own property, 51 boroughs and urban districts, 11 county boroughs and 2 metro- 
politan boroughs are taking as many posters as they had frames on their own 
property, and 16 boroughs and urban districts, 15 county boroughs, 2 metro- 
politan boroughs and 1 county council are taking more posters than they had 
frames on their own property. 

This last class is the most interesting, because in comparatively few cases 
did local authorities take over any frames from private owners. The railway 
companies usually demanded a rental of £25, or {10 less than they charged to 
the E.M.B., but this was sufficient to deter nearly all local authorities. Ten of 
the 34 local authorities who took over frames not on their own property, took over 
frames on Crown property and six others took over frames on the property of other 
local or public authorities. The remaining 18 authorities probably had the 
frames presented to them by private owners, or were allowed to use them for a 
nominal rental. Gravesend, which was presented with two frames by the 
Imperial Paper Mills, and Great Yarmouth, which hired a frame at £4 Ios. per 
annum from the local gas company did not engage in health propaganda. 

Fifty-six local authorities, including Barking, Blyth, Buckinghamshire, Caer- 

philly, Coulsdon and Purley, Hammersmith, Leyton and Northfleet refused the 
offer of the E.M.B. to present them with the frames on their own property. 
Among the local authorities which refused the offer of private frames were: 
Blackburn, Aylesbury (f10 rental asked), Colwyn Bay (suggestion of Welsh Board 
of Health that local Territorial Association should be approached, rejected), 
Dewsbury, Exeter, Gateshead, Leyton (offer of frame for charitable purposes 
refused), Lincoln, Minehead, St. Pancras (£25 rental asked), South Shields, 
Southampton (no action to secure use of frame on Ordnance Survey premises), 
Uxbridge, Wallsend, and Walthamstow. Of these, Exeter, Lincoln, South Shields, 
Uxbridge and Walthamstow are subsequently found engaging in health propa- 
ganda. 
“There remain the local authorities who accepted the Government’s gift, 
but did not put it to the use for which it was primarily intended. Three of 
these are known to have refused to allow the frames to be: used for commercial 
advertising, viz., Rochester, Herne Bay and Bishop’s Stortford. In Woking, on 
the other hand, the two frames on the Urban District Council’s property were 
seen in December, 1935, carrying the advertisements of a local gramophone 
dealer. 

Four authorities (Cheltenham, Hull, Normanton and Spalding) specifically 
rejected the idea of health propaganda when they accepted the frames. General 
municipal purposes were named by Gravesend, Hemel Hempstead, Herne Bay, 
Normanton, Rochdale, Spalding, Stretford and Wallasey. Matlock uses its frames 
for advertising musical attractions. Kingston-on-Thames for market notices, 
Cheltenham for a hospital extension appeal, Hull for the purposes of the Property 
and Dock Committee, and Bedford, Cheltenham, Halifax, Horsham and Spalding 
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for advertising the Corporation Electricity Department. The London County 
Council in 1934-35 devoted most of the frames on its property to giving publicity 
to the educational facilities provided by its technical and evening institutes. High 
Wycombe also advertises the local technical institute, and Wednesbury has a 
joint user with a Technical College. Watford has health propaganda on one frame 
and gas advertisements on another. 

Many frames throughout the country, mainly those on private property, have 
been put to no use at all, and still have tattered and weather-worn Ministry of 
Labour posters hanging from them. Examples of these were seen at Bishop’s 
Stortford in June, 1934, Barnstaple in July, 1934, and Shanklin in July, 1935. 
Frames at Hawick and in the Marylebone Road, London, on the premises of the 
Metropolitan Water Board were standing completely bare in August, 1936. 

Very little information about the fate of frames on private property is avail- 
able. A frame on the Radnor Estate at Folkestone, and another outside the 
Public Trustee’s Office in Kingsway, London, have been removed. The railway 
companies appear to be using the frames on their property partly for ordinary 
commercial advertising (one at Bristol L.M.S. Station bore the caption ‘ Beer 
is Best ’’ in July, 1934), and partly for giving publicity to their own facilities 
(frames at Peterborough L.N.E.R. Station in July, 1936, and on L.N.E.R. 
property at Newcastle-on-Tyne were of this type). 

On the whole, the response of the local authorities to the Ministry of Health’s 
scheme has been better than might have been expected. The campaign was purely 
voluntary, and involved expenditure on posters for which there was no direct 
return, but more than half the local authorities in England, on whose property 
there were frames in September, 1933, have co-operated with the Central Council 
for Health Education in its splendid work of social service. In the county 
boroughs, actually more than half of all such authorities in the country were 
to be found on the side of the angels. Naturally, there were more frames 
in the big towns, but it is not always the municipality with the largest population 
that is the most progressive. There is no evidence of any widespread misuse of 
the frames, and even neglect is not as serious as could have been feared. Evidence 
as to the action of private site-owners is too scanty for any judgment to be de- 
livered on it. 

The experiment is not one that is likely to be repeated, inasmuch as there is 
at present no stock of publicly owned frames which could be presented to local 
authorities, but it is to be hoped that the further possible utilisation of the 
frames which have already come into their possession will be explored. Already 
the scope of the publicity thus afforded has been extended from health propa- 
ganda proper to education, safety first and smoke abatement. It is up to 
voluntary bodies in other fields to co-operate with the Central Council for Health 
Education in making sure that these frames are never without a helpful message 


for the public. 
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The Social Services: A Historical Survey. By W. Hardy Wickwar. Pp. 268, (Cobden- 

Sanderson.) tos. 6d. net. 

TuE author wanted a brief comprehensive account of the many social services 
now rendered by the State and of their development, failed to find it and thereupon 
proceeded to provide it. Stout fellow, for the task has necessitated extensive 
reading ; and he has produced a kind of superior Daily Mail narrative (by no 
means meagre praise) tersely and racily compacted, with a gift for compressing 
significant facts into a crisp phrase. To the man in the street, and indeed to most 
other men, it is more enlightening than a pack of statistics to say, for instance— 
‘Of every twenty British babies, one now dies before its first birthday. A 
quarter of a century ago, two would have died; and half a century ago, three ”’ 
or ‘‘ For every three persons convicted at assizes and quarter sessions eighty 
years ago, one only is convicted to-day: meanwhile the population has doubled.”’ 
This is so, even admitting that bald statements of this kind need much quali- 
fication, 

The book can be commended as a concise story of how the public social 
services came to be, but it would be unfortunate if the inquirer stopped with 
this volume for it is neither adequate nor profound. 

The author has taken a wide field for his survey, has included much more 
than the ‘“ public social services ’’ of the official returns, in which he is to be 
commended, for the latter are an incongruous mixture, and range from poor 
relief to the social insurances and from education and public health to public 
cleansing, With so comprehensive a sphere, the book cannot reasonably be more 
than a sketch and the reader is rocketed along from fact to fact rather than 
swept along the waves of movements, but he is jerked along in lively and en- 
lightening fashion. 

Like not a few others, the author is impressed with the coming of the social- 
service, or social-security, State. The changes in public functions during the last 
three decades have assuredly been portentous. One would have liked to have 
seen more discussion, even brief, of some of the issues which emerge, issues big 
with possibilities, of ill as well as of good. It is perhaps unfair to expect the 
author to have gone beyond the compass set, but the man in the street should 
know of these issues, and indeed without knowledge of them the developments 
which have taken place cannot be seen in proper perspective. Nevertheless, the 
author has well carried out his contract. 


G. 


The Social Sciences : Their Relation in Theory and in Teaching. Pp. 222. (London: Le Play 
House Press.) 5s. net. 
As long ago as 1918, a report on social studies in the Universities was issued 
by a newly formed body—the Joint University Council for Social Studies. This 
report is now out of print, and in some respects out of date, but it is of some 
interest to compare it to this report of a recent conference on the teaching of 
the Social Sciences which has just been published. In 1918, with the War draw- 
ing to a close, enthusiasm ran riot over every conceivable aspect of reconstruc- 
tion. The social services multiplied indiscriminately and an unprecedented 
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demand for trained workers arose. But ideas as to what constituted a well- 
balanced scheme of social study were vague and contradictory. The early report, 
therefore, attempted to reconcile the contradictions and to set out in definite 
terms the academic requirements of such a scheme. 

The present report represents a far more ambitious and scholarly discussion 
of the basic group of social sciences in their relation to each other. It, too, 
appears at a turning point in social thinking. International insecurity and long- 
drawn-out world-wide economic depression inevitably focus attention to-day on 
the social sciences which are concerned with the structure and problems of 
society, Several of its papers cover the same subject-matter—history, economics, 
political theory and philosophy, but the changes that the intervening years 
have brought is shown by a new emphasis and altered method of treatment. 
Nevertheless perhaps the most valuable message it offers to the world to-day is 
the reiteration of the need for a philosophical discipline in any education in 
social science. If this message was urgent in 1918 after the intellectual con- 
fusion of war, it is no less so to-day in a world in which force, might and 
technical progress appear to obliterate the things of the spirit. 

But the most outstanding difference between the two reports lies in the 
honoured place now given to sociology, a term viewed with disfavour twenty 
years ago. No fewer than four papers are concerned with this subject if, indeed, 
a ‘‘ synthesis of all social studies ’’’ may be called a subject. 

Surely, however, there is one omission, Is it right to assume that social 
study must be carried on solely in the lecture room? The writer of this note 
can find only very indirect and ambiguous references to the necessity for 
personal contacts to supplement academic studies. Yet, in the social sciences, 
no less than in the physical sciences, covering as they do problems of human 
standards, behaviour, activities and institutions, the student must find some 
opportunity of correcting his theory by practice. The personal method of 
approach for obvious reasons is not easy. We understand that a second confer- 
ence will discuss the claim of biology, anthropology and psychology to constitute 
part of the group of social sciences. This might well be followed by a third, 
to consider the best methods of acquiring first-hand experience. 

E. M. 


The Political Quarterly. July-September, 1936. Vol. 7. No.3. (Macmillan.) 5s. net. 
Here is the chronicle of a world in dissolution. Every contribution to this 
number points the same moral. Sir Norman Angell opens with a searching 
criticism of recent British foreign policy, which has been marked by successive 
surrenders to the Japanese, the Germans, and the Italians. Such a course of 
policy, which would have been incomprehensible to Palmerston or Disraeli, 
springs from the divided mind of certain influential classes in Britain to-day, 
‘‘ whose distrust and dislike of the League is definitely stronger than their fears 
for Imperial security.’’ Sir Norman argues the case for ‘‘ No defence but 
‘ Collective Defence.’ No War but a League War’’—a policy which already 
‘appears to have receded into the past. In the article that follows, perhaps the 
most pessimistic in the number, Mr. Leonard Woolf tells us that ‘‘ the ideal of 
the League remains,’’ and apparently little else. The Abyssinian episode has 
written finis to a chapter of history. Turning to home affairs, Mr. A. L. Rowse 
shows how, in England, Church and State are now definitely antagonistic and 
are rapidly drifting to a crisis, which must end sooner or later in disestablish- 
ment and its accompanying degree of disendowment. Crossing the Channe’, 
Professor Paul Vaucher analyses the results of the French elections, and points 
to the dangers which lie ahead for the Popular Front government. Mr. H. R. G. 
Greaves, writing, one might now almost say—so fast do events move to 
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catastrophe—ancient history, discusses the probability of the left parties in 
Spain setting up a Soviet system of. government, before the action of the 
parties of the right, by having recourse to open rebellion, had made that result 
almost inevitable. Miss Margaret Ballinger writes of Liberalism in Retreat, the 
humiliating story of the white man’s steadily worsening relations with the subject 
black races, and Mr. R. R. Kuczynski deals with certain vital statistics which 
suggest that all is not well in Hitler’s Germany. And, as though to underline 
the bankruptcy of Western civilization, Sir William Beveridge has a long and 
somewhat grudging review of the Webbs’ big book on Russia, at the end of 
which he writes, ‘‘ The Webbs, I think, have made out the case for their title 
“Soviet Communism: A New Civilization? ’ but not for leaving off the ques- 
tion mark at the end of it. That, time alone can show. They have made out 
a case also for regarding systematic study of this new order and of the five 
revolutions—Technical, Economic, Political, Religious, Domestic—that are 
involved in it as one of the most important tasks of social science to-day.”’ 
Asm. 

The menoet Resigns, By C. E. M. Joad. vi+120pp. (London: Methuen & Co., Ltd.) 

3s. 6d. 
PROFESSOR JOAD changes his mind in the course of this book. The grounds on 
which he does so are perhaps the most important part of his argumenc. If the 
author had been able to prevail with himself to overcome his somewhat virginal 
terror of creation, there would have been little that was startlingly new in 
the resultant world. Professor Joad’s Utopia is of the standard post-war 
“* progressive ’’ variety. There are few elements in it that need cause anxiety 
to the most conservative of the peace-loving classes, But when he comes to the 
decisive act of will which is to secure for mankind the enjoyment of so many 
benefits, the philosopher recoils from the practical conditions of success. ‘‘ The 
would-be dictator,’’ he confesses, ‘‘ being a liberal, has resigned For he cannot, 
he finds, use the dictator’s methods. He may persuade men’s minds, but he 
cannot tamper with them. His appeal is to reason, not to faith. His weapon 
is persuasion, not force... . . Like Odysseus, I have stopped my ears against 
the siren voices of dictatorship and bound myself tightly to the mast of 
democracy. But as I strain against my self-imposed limitations, there will be 
audible now and then through the pages that follow the sound of creaking ropes. 
Nevertheless . . . . I do indeed resign, and . . . . what follows will stand revealed 
only as a list of proposals for the improvement of man’s lot put forward by 
an impotent intellectual without either power or the chance of power.”’ 

Further than this candour could scarcely go, Nevertheless, it is impossible 
to pass over the fallacy underlying Professor Joad’s argument in entire silence. 
The Liberal theory invoked, which is the theory of liberty and toleration, 
assumes the equality in the eyes of an impartial State of all opinions and beliefs. 
That is, it assumes the equality of the most baseless and insane beliefs with 
the best-supported and most probable opinions. Any section of the community 
may claim, and may obtain, toleration for any fad, eccentricity, or superstition, 
however wholly unfounded in fact. Apart from the particular historical circum- 
stances in which it arose, there is perhaps, on the surface, not much to be said 
for such a practice, and there is no doubt at all that in the present state of the 
world it is not reciprocally applied. The Liberal may scrupulously refrain from 
coercing the authoritarian, but the authoritarian has no hesitations about intern- 
ing the Liberal, The truth is, as Professor Joad must surely know, that to 
teach men in their young and impressionable years sane and rationally based 
opinions is not to ‘‘ tamper ’’ with their minds: it is the only way to safeguard 
their minds from tampering on the part of the innumerable national and economic 
** interests ’’ which control the means of propaganda in the modern world. 

The author is perhaps at his best and happiest when dealing with such topics 
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as the preservation of rural England and the abolition of blood sports. He 
discusses food, marriage, divorce, the.censorship, public lavatories, and the 
right of euthanasia, and has many interesting and suggestive things to say about 
them all. 

A. R. 


Administrative Proficiency in Business. By E. H. Schell. (McGraw Hill, 1936.) 15s. net. 
EVERYONE can benefit from a good sermon now and again, even although the 
preacher may appear to emphasise rather heavily the novelty of the wisdom 
he has to offer. Professor Schell, of the Massachusetts Institute of Technology, 
has prepared his sermons for the young business executive newly promoted to 
administrative responsibilities. He does not spare him the elements of the subject 
and the book abounds with statements such as:—‘‘ Continuity stands for 
evolution rather than revolution ’’; ‘‘ Liquidation is an inevitable part of 
business ’’; ‘‘ Paternalism infers superiority ’’; ‘‘ It is easier to judge of proper 
conduct in others than in yourself ’’; ‘‘ All technique is subject to misuse.” 
Indeed the book should be a godsend to compilers of those calendars whose daily 
dose of wisdom spurs the energetic business man to ever new heights of 
endeavour. 

Nevertheless, when one has become used to the style of the preachment, 
there is little doubt of the soundness of the professor’s wisdom. He wants to 
create a race of conservative, cautious, and hardworking business men, devoted 
to the establishment of American industry on ‘‘ sound ’’ lines. Those of his 
readers who are able to select and apply the appropriate part of the sermon 
to the actual concrete problems of their business will undoubtedly profit from 
the book. But these are the least likely to stand in need of his advice. 

Be RC. 


A Comaieotingsl History of India, 1600-1935. By Arthur Berriedale Keith, D.C.L., D.Litt., 

F.B.A., Barrister-at-Law. xiv and 536. (London: Methuen & Co., 1936.) 15s. net. 
PROFESSOR BERRIEDALE KEITH is capable of covering a great deal of history in 
a short space. In this comparatively short book he surveys the constitutional 
development of India from the beginning of the seventeenth century to the 
passing of the Government of India Act, 1935. The exposition is clear and 
interesting. It may be thought by some that undue space is given to the most 
recent developments. In fact, however, that is the way in which constitutional 
history should be written. History is interesting to people other than profes- 
sional historians only because it shows how the institutions of the present depend 
upon the conditions of the past. Since the immediate past has more direct 
influence than the dark backward and abysm of time, the emphasis must 
necessarily be placed upon modern times. The exposition is less allusive than 
in some of Professor Keith’s works. Also, the personal views of the author have 
been more rigidly repressed. Some will disagree with a few of the author’s 
assumptions. For instance :— 

‘* The essence of responsible government, it may be held, is the existence 
of a people sufficiently homogeneous to be governed by majority rule; where 
caste, race, religion intervene, majority government becomes difficult or 
impracticable, and it is perfectly arguable that what was due to India was 
the chance of government by Indians on such lines as might be found 
appropriate to Indian conditions.”’ 

Experience suggests that there is much truth in this observation. If the Indians 
are ever permitted to govern themselves they may learn its truth from their 
own experience. But some will disagree with it. In any case, the Indians have 
an irrefutable answer, that they have never been allowed to develop a constitu- 
tion which suits their own conditions, but have had one foisted upon them by 
other people, 
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However, history cannot be written without bias, and Professor Keith has 
not been anxious to obtrude his own views. The book will, therefore, provide 
a useful historical introduction to the new Constitution, which is itself analysed 
in the concluding chapters. 

WwW. tj. 


The South African Journal of Economics. Volume 4, No. 1, March, 1936. 6s. net. 

It is seldom that one finds an economic journal nowadays which does not deal 
with some aspect or other of what is broadly called Planning. In this issue 
Professor Batson, of the University of Cape Town, contributes an examination 
of the subject from the point of view of the pure economist. He examines 
the definitions of Planning which have been produced by advocates of various 
political colours, and remarks that the first striking feature of those definitions 
is that what they describe is not, as one would expect, a process of making plans, 
but a process of carrying them out, and that the nature of the plan which is 
to be carried out receives, in most cases, but little consideration. Professor 
Batson’s view is that an essential feature of the policy which planners in general 
advocate is the creation of monopolies, and he examines at some length the 
views which they have expressed on that aspect of the subject. He goes on to 
enumerate the evils which the planners set out to overcome, and shows that 
there is little likelihood that the methods advocated could eliminate them all; 
in fact, it is more than likely that the cure of one evil might mean the accentua- 
tion of another. His conclusion is that ‘‘ the simple heroic remedies of Economic 
Planning need not be taken altogether seriously until some of the other alterna- 
tives to the present state of affairs have been more fully considered,’’ and he 
arrives at this conclusion mainly by consideration of the extreme complexity of 
the problems which have to be solved. 

Mr. F. J. van Biljon contributes a useful paper on the sterling price of 
gold, in which he traces in some detail the fluctuations in the gold price of 
sterling and the reasons which led to those fluctuations. His object is the usual 
preoccupation of South Africa as to the future of the gold-mining industry. 
He comes to the conclusion that even if the gold bloc are driven off gold, there 
is little likelihood of a substantial slackening in the demand for the metal. 

Gold is also the subject of a commentary by Mr, R. L. Ward on a previous 
article as to the taxation of gold mines. He takes up the cudgels on behalf 
of the industry, and contends that the gold-mining industry is in fact heavily 
overtaxed and not, as suggested in the paper to which he refers, insufficiently 
taxed. 

A very lucid paper on the growth of the European population of South 
Africa since the Union is contributed by Hansi P. Pollak. This examines 
statistics of birth, fertility, and death rates, in so far as the adequate particulars 
are available, and suggests that further work is necessary on the subject. 

There are the usual reviews and notes and memoranda. 


‘e. 


The South African Journal of Economics. Vol. 4, No. 2. June 1936. (P.S. King & Son.) 
Price 6s, net. 
THE most interesting article in this issue, from the point of view of the United 
Kingdom administrator, is the reprint of the paper on recent changes in the 
relations between the State and business, read by Sir William Clark to the Cape 
Town Branch of the Economic Society of South Africa in March, 1936. In 
this paper Sir William traverses shortly the ground which he covered in his 
paper on “‘ Government and the Promotion of Trade ’’ in the first issue of the 
Journal of Public Administration in January, 1923, when he dealt at some 
length with the course of events in the United Kingdom. He traces the rise 
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of the laissez-faire policy and the destruction of the older system of Government 
interference with trade and the supersession of laissez-faire by the gradual 
extension in recent years of Government interference and concern with trade. 
At the time of his previous paper the biggest single departure from Jaissez-faire, 
that is, the adoption of a general tariff, had not occurred in this country. In 
addition to the tariff, an elaborate system of control over the production, 
marketing and importation of certain agricultural products has been instituted, 
and he remarks that further schemes of the same kind were being worked out. 
It is at least open to doubt, however, whether Sir William’s implied prophecy 
in this regard is reliable; indeed, it is not at all certain that schemes already 
in force will be continued indefinitely in their present form. 

As regards other countries, the paper sets out shortly the aims and methods 
adopted in those countries which are of the greatest interest from this point of 
view. He contrasts the position in Russia, where private enterprise has been 
entirely abolished, with Italy, where the attempt has been to preserve private 
enterprise within the framework of an elaborately ordered and disciplined 
economy. The United States and the United Kingdom are still feeling their 
way. Tendencies in the United States are obscure, particularly in view of the 
Judgments of the Courts and of the Presidential campaign. The United Kingdom 
characteristically has endeavoured to avoid direct administrative intervention by 
Government departments, and has merely laid down general policies and 
entrusted their carrying out to Ministers, who derive assistance not only from 
the Civil Service but also from Advisory Councils representing commerce and 
industry, agriculture and finance. 

The endeavour in Italy has been to retain the advantages of private enter- 
prise while at the same time securing a very large measure of control to the 
State through the corporative system. In Germany it is difficult to detect any 
very clear principles upon which Government policy is being based, but that is 
perhaps not to be wondered at at so early a stage in the Nazi regime. Never- 
theless, it is clear that Government interference will not be less complete in 
Germany than in Italy. 

Sir William concludes by saying that he has not attempted to put forward 
any very new facts or reflections. His general conclusion is that it is regrettable 
that the objective of planning in most countries is the realisation of a self- 
contained and a self-sufficient economy, whereas it is clear, in his view, that 
the fact that countries where interference with trade has been pursued most 
actively are on the whole in a less favourable position than those where inter- 
ference has been less evident is due in large measure to this very fact. Sir 
William points out, however, the danger that as Governments become more and 
more involved in trade, disputes on matters affecting trade are liable to become 
more dangerous than they used to be when such disputes were matters between 
traders and not between Governments. 

Professor C. G. W. Schumann contributes a note on the South African 
Customs Tariff Commission, whose main conclusion was that South Africa had 
reached a stage where her economic system could bear the burden of further 
protection only at the cost of a lower national income, and had further recom- 
mended that 25 per cent. ad valorem should be regarded for general purposes 
as the limit of moderate protection. He comments that the Commission’s Report 
is sane and well-balanced, but thinks that some of the main conclusions can 
scarcely be said to have been proved in the Report itself. 

There is an interesting note on the history of the struggle between South 
African wattle and Argentinian quebracho for the world market in tanning 
extracts, a paper on Commercial Air Transport, and a note on the Report of 
the Industrial Legislation Commission. 

There are also the usual reviews, notes and memoranda. ee 
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The Journal of the Economic Society of Australia and New Zealand. Volume XII, No. 22, 

June, 1936. (Oxford University Press.) 5s. 

THis number opens with a paper on Federal Finance in Australia, by Mr. B. D. 
Adarkar, of Benares Hindu University, who has at least the qualification that 
he views the problem from sufficient distance to have a reasonable chance of 
getting this thorny question into something like perspective. He sees clearly 
the danger that the present system must involve the continuation of the method 
of the States of budgeting for a deficit, relying on the Federal Government to 
keep them solvent. His solution is to give the States a regular income by 
handing over to them the entire proceeds of (but not the control over) direct 
taxation, He sets out some general principles upon which the proceeds of this 
taxation should be allocated between States, and he suggests that the main 
advantage of his scheme is that the recipients will know beforehand what they 
will receive, and will thus be prevented from indulging in irresponsible finance. 

Mr. Herbert Burton, of the University of Melbourne, deals with the depres- 
sion as it affected France. He comments, in opening, on the belief of French 
economists that France would enjoy immunity from the depression because 
of the ‘‘ balanced economy ’’ which they regarded as her peculiar talisman 
against economic evil. This happy illusion was shattered when the depression 
at last reached France and hit her more severely than most othe: countries. 
When that happened her wholesale prices fell further and faster than. those of 
any other country except Holland. An examination of the economic policy 
pursued by France in coping with the depression shows the incompatibility 
between the financial and the economic remedies applied. French producers 
were protected more completely than most by quotas and tariffs, while at the 
same time a process of deflation was carried out to enable French traders to 
compete with their international rivals. The paper mentions, as an instance 
of the extraordinary lengths to which protection has been carried in France 
in relation to certain commodities, the particular case of wheat, though it does 
no more than touch the fringe of the tangled and extraordinary story of French 
wheat policy in the last few years. Mr. Burton shows that, in spite of all efforts 
to render French exporters capable of competing with their rivals, by the end 
of 1935 French foreign trade had fallen to 37 per cent. of its 1930 value. It 
was not only in foreign trade, however, that the effects of the depression were 
severely felt, since an examination of the yield of the internal turnover tax 
shows that internal trade had, in 1935, dropped to 65 per cent. of the 1930 
figure. French economists on the whole have oppcsed the obvious remedy of 
devaluation, and have consistently, with a few exceptions, supported a policy 
of deflation—a policy which, incidentally, has meant that civil and municipal 
servants have borne the chief burden of such economies as have been made in 
the Budget. Rather naturally civil and municipal servants, together with the 
labour parties, have in general been the main opponents of deflation, but, 
strangely enough, these same classes have been almost equally opposed to 
devaluation. In the result Mr. Burton remarks that France has started to 
emerge from the depression, but he wonders whether it was necessary to undergo 
such severe suffering in order to achieve the new equilibrium which, when he 
wrote the article, appeared to be in sight. 

Two articles on New Zealand are concerned with the organisation of rural 
New Zealand from the point of view of Australia, and with industrial organisa- 
tion. There are also articles dealing with immigration into Australia and the 
problem of closer settlement in Victoria. 

There are the usual reviews and notes. 


J. K. 
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Institute Notes and News 


Summer Conference.—The Summer Conference of the Institute was held at 
University College, Oxford, during the period 3rd to 6th July; and it was in 
every way an outstanding success. Each of the papers gave rise to a discussion 
of high quality and interest, and the several subjects with which they dealt 
were illuminated by the experience and thought of members of the Conference 
in a way which made the occasion a real education to all present. The course 
of the discussion was greatly helped by the wise guidance of the Ckairman, Sir 
Arthur Salter, whose gifts include a remarkable ability for directing attention 
to vital points and keeping discussion on the main road, without dealing too 
severely with the occasional wanderings into by-paths. 

On the social side the Conference was a very happy one. The authorities 
of University College, with their staff, have created an atmosphere in which 
temporary occupants of the college, such as the members of the Institute, are 
made to feel that they are welcome guests and not just tolerated intruders. The 
Master of the College, Dr. A. B. Poynton, added to the amenities by inviting 
the members to make use of his charming garden. At the close of the Conference 
a warm vote of thanks was accorded for the hospitality which had been enjoyed. 

For the Friday evening an informal dinner had been arranged, and among 
the guests were the Mayor of Oxford (Councillor Mrs. M. G. Townsend), Professor 
A. M. Carr-Saunders, Mr. Max Nicholson, Professor W. G. S. Adams, Mr. R. F. 
Bretherton, Miss H. Darbishire, Mr. W. O. Hart, Mr. J. P. R. Maud, Sir Arthur 
Salter, and Mr. Douglas Veale. 

The toast of ‘‘ The City ’’ was proposed by Miss Myra Curtis and was re- 
sponded to by the Mayor, who gracefully paid tribute to the value of the work 
of the Institute to the local authorities. Sir Henry Bunbury proposed the health 
of ‘‘ The University ’’ and referred to the recent introduction of the Oxford 
diploma in public administration. Professor Adams replied ; and spoke of his 
visit to the United States and of the international character which the study 
of good government has assumed. 

A pleasant feature on the social side was the entertainment of the members 
of the Conference to tea on Saturday at All Souls College by Sir Arthur Salter. 
Practically everybody accepted the invitation, and the event was much enjoyed. 
The weather was kind on this occasion, as it was again on Sunday, when the 
usual river-picnic was indulged in. Indeed, this was an exceptional day so 
far as the weather was concerned, and members who had not previously 
experienced the delight of a day in early summer on the Cherwell were loud 
in their appreciation of this feature of the proceedings. 

The social attractiveness of the Conference was enhanced by the presence, 
from America, of Dr. Samuel May, Mr. C. W. Ham, Mr. Glen Leet, Dr. Egger, 
Professor Aikin and Professor Raffa, and by the attendance of Mr. Burnside, a 
member of the Regional Group of South Australia, with Mrs. Burnside, and of 
Mr. Sewell, a member of the Regional Group of New South Wales, 
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No doubt a good deal of shop was talked over the tables and in the quad 
and the common room, but it was very pleasant shop; and one of the most 
valuable features of the Conference is the opportunity it gives of friendly exchange 
of experiences and views among those whose duties and fields of service are 
so varied but who have the bond of a kindred interest. The personal contacts 
made through membership of the Institute certainly help the running of the 
official machine, besides widening the circle of friendship. 

The discussion of the paper by Professor Carr-Saunders on The State and the 
Social Problem brought into still greater prominence the truth of the contention 
in the paper that under the term “‘ Social Services ’’ there are contained services 
of very diverse character, requiring different methods of approach in their 
administration and different qualities in those who have to administer them. 
Elaborating the analysis attempted in his paper, Professor Carr-Saunders suggested 
that we should distinguish between (1) social assistance, which consists of be- 
stowing gifts according to need and may reasonably be accompanied by a means 
test, (2) compulsory self-help, commonly but erroneously called social] insurance, 
and (3) constructive community services, such as education and health. 

Some objection was taken to his view that the National Health and Unem- 
ployment Insurance schemes are not really insurance schemes, because the benefits 
are so largely supplemented by industry and the State. In maintaining his view, 
he said that the chief merit of the ‘‘ insurance ’’ system arises from there being 
a pyschological value in benefit being regarded as a right. Self-respect is main- 
tained, although the contributions paid are inadequate ; and it is important on 
this ground to continue the system. One speaker, however, warned the Conference 
against the corruption which comes from disguising unpleasant facts by inoffensive 
names and said that our aim to-day seems to be “‘ pauperism and plenty of it, 
but call it public assistance.’’ 

The Chairman suggested that, nomenclature apart, the thing that mattered 
was whether social assistance reached a point at which it was undermining the 
productive system. Short of that, there was every reason for it to be developed. 

It was natural that, in connection with this subject, the constitution and 
work of the Unemployment Assistance Board should enter into the discussion, 
Professor Carr-Saunders repeated the opinion expressed in his paper that local 
administration of relief was preferable to central administration and said that 
anomalies did not matter so long as they did not provoke discontent. Sir Arthur 
Salter thought the early difficulties of the Board arose from its having been 
called upon to deal administratively with matters which were still in the stage 
when they required to be dealt with legislatively. The Board could not be 
expected to function properly until that stage had been passed. 

Several officers of the Board gave interesting accounts of the actual nature 
of the problems which were presented in their day-to-day work, and this led to 
a valuable discussion of the change which the development of the social services 
had made in the duties of public officials, creating a demand for a type of official 
who combined sympathy and elasticity with the old qualities of accuracy and 
sound judgment. 

Unfortunately, Professor Julian Huxley was prevented from attending the 
Conference and introducing his papers on The State and the Consumer. In his 
absence Mr. Max Nicholson, who had assisted in the preparation of the paper, 
opened the discussion by reviewing the main points of the paper. He urged that 
the State should protect the consumer against misrepresentations as well as 
against fraud and should place at the disposal of the public the information 
about the relative merits of commodities which it obtained in using or examining 
them for its own purposes. 

In the course of the discussion a good deal of the governmental machinery 
which has been introduced to assist the producer was examined and it was 
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pointed out that much of this also benefits the consumer, though on the other 
hand it sometimes injures the consumer for the benefit of the producer. On the 
whole the discussion tended to emphasise the difficulties in the way of doing any- 
thing effective, because of the inability of the Government to favour one brand 
of goods or one firm at the expense of another, There was, however, a pretty 
general feeling that manufacturers and vendors might be compelled to give more 
information to the public and to declare what their products contain. Mr. Max 
Nicholson gave some staggering particulars of cases in which the law of libel and 
the pressure of advertisement interests had been used to strangle attempts to 
expose scandalous exploitation of the public. 

The consideration on Saturday morning of Mr. Bretherton’s paper on The 
Oxford Social Survey produced a discussion of the relations between the voluntary 
worker and the public official in the field of such surveys. There was a notice- 
able tendency on the part of the officials present to depreciate the work of the 
amateur and to say ‘‘ Leave it to us.’’ But the voluntary workers pretty success- 
fully maintained their point that, apart from the value of any actual contribution 
which they might make, their interest stimulated the officials and forced them 
to educate themselves in their own duties and powers. 

Mr. Pike, Mr. Kliman and Mr. Sharp, between them, provided one of the 
most interesting sessions of the Conference on Monday morning, when the three 
papers on Correspondence with the Public were discussed. The discussion showed 
that in recent years there had been a great improvement in the methods and 
style of the departments in dealing with the public, although the Chairman was 
able to give amusing incidents from recent personal experiences in connection 
with income-tax demands to prove that perfection had not yet been reached. 

The session closed with an admirable summary by Sir Arthur Salter of the 
main course of the Conference discussions and of the general conclusions to be 
drawn from them, 


Summer Conference, Business Meeting. —As provided for by the recent 
amendments of the Constitution, a formal business meeting was held at the end 
of the Summer Conference. There was only a small attendance, as most members 
present at the Conference did not remain for this meeting. 

Sir Henry Bunbury occupied the Chair; and, on having to leave the meeting 
before its conclusion, was succeeded by Mr. W. D. Sharp. 

The Chairman explained the nature of the constitutional change which had 
led to the meeting being held, and invited discussion of the report cf the Annual 
General Meeting as given in Institute Notes and News in the July issue of the 
Journal. No comments being forthcoming, the meeting proceeded to the con- 
sideration of a resolution of which notice had been given by the Birmingham 
Regional Group. 

The resolution was moved by Mr. Sydney Lazkin, and was as follows :— 

‘‘ That, in order to secure a representative meeting, the Anrual General 

Meeting should in future be held at the Summer Conference, where repre- 

sentatives from all parts of the country would be in a position to take part 

in the proceedings.’’ 
Mr. J. Cassels Pinkerton (Glasgow) seconded. 

Sir Henry Bunbury explained the considerations which had led the Council 
to recommend to the Annual General Meeting the scheme embodied in Rule 28 (6) 
of the Constitution. 

Mr. Wingate (Glasgow) and Mr. Chamberlin (Birmingham) supported the 
resolution moved by Mr. Larkin, and Messrs. Waldegrave, Walker and Stewart 
opposed. 

On a vote being taken there were equal numbers ‘‘ for’’ and ‘‘ against ’’; 
and Mr. Larkin relieved the Chairman of the responsibility of giving a casting 
vote by withdrawing the resolution. The meeting then terminated. 
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Winter Programme.—Attention is called to the separate leaflet containing 
particulars of the programme so far arranged for London and the Regional 
Groups during the coming winter session. It will be agreed that the programme 
contains many features of interest, and it is hoped that members will do their 
utmost to support the efforts made on their behalf to obtain valuable contributions 
to the life and thought of the Institute and to further its object of promoting 
the highest efficiency in public administration. 


Research: Further Publications.—Several of the reports under the Spelman 
Research Scheme are well advanced, and two of them are being published 
immediately. It is found that some of the reports are of a length and character 
which requires their publication in book form; and it will not be possible to 
supply copies of these to members free of charge, as has been done in the case 
of reports issued in pamphlet form. The practice of supplying free copies of 
those issued in this latter form will be continued, and members will shortly 
receive copies of the report by the research group of which Mr. L. Simon has 
been chairman, and Major N. A. Pester secretary, on ‘‘ Reports on Staff,’ 
which has just gone to press. 

The report by Mr. A. H. Marshall on ‘‘ Local Authorities: Internal Financial 
Control ’’ is being issued in book form. It runs to over 200 pages, and is a 
thorough examination and criticism of municipal practice. As a result of friendly 
arrangements with the Institute of Municipal Treasurers and Accountants, who 
have been co-operating in this valuable piece of research, it is possible to offer 
copies of the book to members of our own Institute, as well as to members of 
the I.M.T.A., at the reduced price of 3s., post free. The published price is 
7s. 6d. A descriptive leaflet, with order form, is enclosed with the present issue 
of the Journal, and members are urged to avail themselves of this opportunity 
of obtaining a copy of the book. It well maintains the standard which has been 
set by the earlier reports under the Institute’s scheme of research. 

Attention is also called to the leaflet and order form relating to Mr. H. R. 
Page’s “‘ Co-ordination and Planning in the Local Authority,’’ the publication 
of which by the Manchester University Press has been assisted by the Institute 
from the Spelman grant. 


Australian Regional Groups. We continue to receive good reports of the 
activities and progress of the regional groups of the Institute in South Australia, 
Victoria and New South Wales. The sustained interest of the members as shown 
by their attendance at the admirable series of meetings arranged by the respective 
councils is most encouraging. 


International Activities. —Space does not permit of a full report of very 
interesting international activities in the field of public administration which have 
been organised in Europe this year by the International Institute of Administra- 
tive Science and the International Union of Local Authorities, to both of which 
our Institute is affiliated. Conferences have been held at Zurich (in April), 
Berlin (in June), and Warsaw (in July). The Institute has kept in close touch 
through one or two of its members who have been able to attend. At the 
Zurich Conference, where the subject discussed was Post-entry Training, Sir 
Gwilym Gibbon contributed a paper. A number of American delegates attended 
the Berlin and Warsaw Conferences, and established or re-established friendly 
contact with ourselves en route. Monsieur Didisheim, Associate Secretary of the 
International Institute of Administrative Science, came to London in the early 
summer and had useful talks with members of the Executive Committee and 
the Editor of the Journal about the development of closer relations in the common 
work. 
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THE HALDANE ESSAY COMPETITION 





It has been decided by the Council of the Institute that for the next Haldane 
Essay Competition the right of entry shall not be restricted to members of the 
Institute but that the competition shall be open to members of the public 
service generally. Accordingly entries are inyited from civil servants and from 
officers of the municipal and other public authorities. The Haldane Prize of {10 
and a silver medal will be awarded to the writer of the essay which is regarded as 
forming the most useful contribution to the study of Public Administration. 


The conditions are as follows :— 


1. Competitors may choose any subject which lies within the field of public 
administration. (Competitors are advised to take a subject which lies within 
their personal experience or of which they have made a special study.) 


2. The competition is open to all members of the *public services. 

3. Copyright in the prize-winning essay is vested in tthe Institute of Public 
Administration and no responsibility is accepted for the return of essays to the 
writers. 

4. All essays must be submitted under a nom-de-plume, the full name and 
address of the competitor being written on a separate sheet of paper and enclosed 
in a sealed envelope bearing the nom-de-plume on the outside. The envelopes to 
be opened in the presence of at least two officers of the Institute after the judges 
have given their award. 


5. The award of the judges, appointed by the Council of the Institute, is 
final. 
6. The length of the essay must not exceed 5,000 words. 


7. All essays must be sent to the Secretary of the Institute not later than 
31st March, 1937, the envelope to be marked ‘‘ Essay Competition.’’ 





* The term ‘‘ public services ’’ is defined in the Constitution of the Institute of 
Public Administration as including ‘‘ the Civil Services and Local Administrative 
Services of Great Britain and Northern Ireland and of India, and of the Dominions 
and other possessions, protectorates, and mandated territories of the British Crown 
(including County Councils, City and Borough Councils, District Councils, Port Autho- 
rities and other public authorities), and also the League of Nations and other Inter- 
national Services.’’ / 


PaLacE CHAMBERS, BRIDGE STREET, ° 
WESTMINSTER, S.W.1. October, 1936. 
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